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Attached herewith is the Annual Report to Shareholders (“Annual Report™) for Acergy
S.A. (the “Company™) for the fiscal year ended November 30, 2006 in respect of the registrant
and its subsidiaries on a consolidated basis.

This Annual Report will be mailed by Deutsche Bank Trust Company Americas to all
holders of American Depositary Shares (ADSs) (each of which represents one Common Share of
the Company) of record as of March 30, 2007.

This Annual Report furnished pursuant to this Form 6-K shall be deemed to be
incorporated by reference into the prospectuses forming a part of the Company's Registration
Statements on Form S-8 (No. 33-85168, No. 333-9292, No. 333-74321, No. 333-124983 and No.
333-124997) and the Company’s Registration Statements on Form F-3 and Form F-3/A (No.
'333.86288) and to be a part of such prospectuses from the date of the filing thereof,

Certain statements contained in this Annual Report furnished pursuant to this Form 6-K
‘may include “forward-looking statements™ within the meaning of Section 27A of the Securities
Act of 1933 and Section 21E of the Securities Exchange Act of 1934. These statements may be
identificd by the use of words like “anticipate,” “believe,” “estimate,” “expect,” “intend,” “may,”
“plan,” “project,” “will,” “should,” “seek,” and similar expressions. The forward-looking
statements reflect the Company’s current views and assumptions and are subject to risks and
uncertainties. The following factors, and others which are discussed in the Company’s public
filings and submissions with the U.S, Securities and Exchange Commission, are among those
that may cause actual and future results and trends to differ materially from the Company’s
forward-looking statements: the general economic conditions and competition in the markets and
businesses in which the Company operates; the Company’s relationship with significant clients;
‘the outcome of legal proceedings or governmental inquiries; uncertainties inherent in operating
internationally; the impact of laws and regulations; and operating hazards, including spills and
environmental damage. Many of these factors are beyond the Company’s ability to contro! or
predict. Given these factors, you should not place undue reliance on the forward-looking
‘staterments.
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SIGNATURE

Pursuant {o the requirements of the Securitics Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto
duly authorized.
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GROWTH & DELIVERY

WHO WE ARE

We are a seabed-to-surface engineering and construction contractor for the offshore
oil and gas indusiry. We plan, design and deliver complex, integrated projects in harsh
and challenging environments. We operate internationally as one group - globally
aware and locally sensitive, sharing our expertise and experience to create innovative
solutions. We are more than solution providers, we are solution partners - ready to
make long-term investments in our people, assets, know-how and relationships in
support of our clients,

OUR VISION
To be the acknowledged leader in seabed-to-surface engineering and construction.

OUR VALUES

*We operate as one group *Client relationships are key

*People are central to our success °Projects are our business
*Engineering is at the heart of our business «We act on our commitments
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competency

Key activities

Key projects

GROWTH & DELIVERY

WHAT WE DO
Acergy is an offshore engineering and construction contractor that designs and installs
deepwater oilfield infrastructure. Our specialist expertise is focused on construction and

Description of

SURF - Subsea,
Umbilicals,
Risers & Flowlines

Subsea engineering
and construction
usually on lump sum
contract. Pipelay and
associated services,
The largest market
segment for Acergy.

Subsea engineering
and construction,
mostly related to
the development

of new deepwater
il andt gas fields
worldwide,

« Greater Piutonio

» Erha UFL

* Moho Bilendo

« Britannia Satellites
* Dumbarton

ACERGY ANNUAL REPDRT AN ACCOUNRTS 2006

to operate in four distinct market segments.

IMR - Inspection,
Maintenance
& Repair

Examination by
divers and Remotely
Cperated Vehicles
(ROV's) of offshore
oil and gas facilities.
Undertaking repairs
as necessary.

Regular IMR activity

on offshore oil and
gas field production
piatforms. subsea
structures, flowlines
and risers throughout
their production life.

*BP North Sea
«CNR Frame

Conventional

Fabrication and
installation of fixed
oftshore platforms
and associated
pipelines in

West Africa.

Fabricating fixed
offshore platforms
and subsea hardware
at yaras in Nigeria
and Angola and
laying offshore
pipelines in shallow
waler enables Acergy
to maintain a high
levet of local content
tn our projects

in Africa.

« Amenam |l
+EPC2B
* Benguela Belize

maintenance operations between the seabed and the surface of the sea. We have chosen

Trunklines

The installation of

large diameter oil and
gas pipes aver long
distances from the
semi-submersible
pipelay barge

Acergy Piper.

The cperation ot

the pipelay barge
Acergy Piper to install
trunklines that carry
oil or gas over

long distances.

« Langeled
+ Ekofisk
* Tyrihans



WHERE WE OPERATE
Acergy is a global operation that is managed as five separate geographicai entities.
Each regional business has responsibility for its own financial performance.

Acergy Northarn Europe & Canada

Acergy North America & Mexico

Acergy South Amarica Acargy Africa & Mediterranean Acergy Asia & Middle East
Africa & Northern Europe North America Asia &
Insmikions  Mediterranean _ _ &Canada = &Mexico _ SouthAmerica Middle East
Net Operating Revenue __ $1.0456 _ s8&r2 =~ %380 = 8826 = 31298
Operating Expenses o 58525 $673.4 817 se87 51129

51339 __ 51225 528 845 st

income before tax
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Africa & Mediterranean Construction Support Ships Revenue from Multinational
$1,045.5m 2% $331.9m E‘%‘%’“Pms

j Northern EL.u:ope & Canada Opera.ti.ng Equipment

$827.2m  [4R% $214.3m Revenue trom Nationa

Asia & Middle East Land & Buildings 2200

Geil?6 $129.8m % $29.0m Revenue from Independent
Qil & Gas Companies &

- South America Other Assets . Ofishore Contractors

&@% $82.6m 2% $10.4m, 1&9%

! North America & Mexico
Jn $38.0m

Corporate

126 $1.1m
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Once again, Acergy has delivered excellent results.
| would like to thank all our employees for their
diligence and hard work throughout 2006.

Finangial resuils for the yeoar are vy sanstaclony and ot
piopect porformance has pleasad nearly an of ow chients
lorm Ehrat andd hs managenant tleam have suecessiully
refocused the company and will cantinug to optimize the
usc of Acergy's expertise and asseis in futui

2006 saw Js make good progress in replacing somae of
our older assets with modern shups and equmpren,

Mowving forward we will contnae to talor our asset porioho
to match Lhe changing reads of ¢t onis ana 'he comands
of the challenging environments in vehich wve operare

Investing in our key strengths

Our koy stengths are our people our fleet ara our strong
vab e g Fnngeg e best s e e A cre g and
S e ther Lrsies i abae ronmaent e ghing
ear e oAt the comnnny isvcal 1l esarc ontm
pocornes rovs and e e o e Tean gznf o inat
FUSOURCIRG TIEIS A g Sne by ror 0 Senee

mansigemont inam



We have goad reason 1o be ceniident about ihe future Ouwr
forward orcler book is strong and our sorvices in great
cdemand We beheve this will remeann the case al lcast 1o the
ena of tha decace Owr efforrg to ieiocus management n
Asia Brazl and Notlh Arnenca have de vered posiiive
resclls The introduction of new and upgraced assets inour
arowiney reainnal sinesses will furthe improve thar

Leronn e e he conung voous

inthe baltol onr rceen suoeess the Beard nas revicveed our
strregy O program of flegt rop venahion vall continle Fuether
arowth can b achicvedd not only organically ar by acoastion
ar inargon Dt Also by poarsuing complimeniany Busness
opporunties All of these are being carefully moniored
Rewarding our investors

[he Bogre recnnnizes he need o rewara shiareholeors

o e ewesinem m Acerdy YWe mbaten 3 shoo Doy ook
PrOgran e Seplemiber 206 anc e e ight of L e

res s i Boodd has solvec Lo ecomimeaeno Hhe paymont
CEacamaeoed w0 2007 Cur ophons for niemal nvestment aie

Coreily henag consideran

Board appointments and committees

The Board meocts four limes cach yoar. In November 2006 wo
were delghied to welcome Sir Poter Mason as a new Direclor
ol the company Sir Peter has a long and imoress ve trash
fCCOrd n enginecning Coniracing anc pror to is retirement
al iha ond of the voar was Cue? Exccuove Oificer o° Amec Po

Q. Bore Comminaes wore anam vary active
o wgne 1 2006

The Gavernance ard Noromairg Comnttec vl oorin o

to evauate longer-tarmm salutions 1o 1gsuas corcerning the

balanze and succession of Board mamizers

The Compensation Commiics mas compieicn atother
revicy, OF O 1w e Sty ana piact oo i otaor o onsan
that the company remams well placed 16 sccare and retain

the best guality people 'n our cormpany

For asccond vonr reenerg the Axdr Commitics2 was haavily
involver i ovarseaing tha Sarhanes-Oxley compliance

IMGCCSss

I carzlusion |wodld ake o errphasize Acargy s core
SirergIng once agan, our peome and oar asssls We must
maintan the fugn quality of boathin oreac ic mect the necds

ot o chionts now and oy the et o

LK.

Mark Woolveridge Chairman
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CHIEF EXECUTIVE OFFICER'S STATEMENT

“Our growlh over the past two years has been ‘
_extraordinary, with revenue from continuing
operations in 2008 up by 36% over the
previous year and mth a further 43%

increase in 2006. Most 1mportant1y, durmg

1 ACERGY ANNUAL REPORT AND ACCOUNTS 2006

Net income for the year from continuing operations
was $220.9 million. This is in line with our expectations
and indicates that overall project dedivery has been
goad. In short, we have delivered on our predictions
for the year. We also said that the market would
continue to grow and that pricing would remain
strong. We were right on both counts.

Reflecting on the past year

2008 was a ngw slan for Aceray Our rcvbranﬁing OXQICISE
represented more than a change of namc; it effectively

created a now company  with a now vision now vaiues and

ncw ohjecives

2006 alse saw the launch of our Total Quality Managemont

project  Tota' Acergy Qualty Leadership (TAQU} ih;s proect
central to our cetermmae cftors toraisa dor game n

a mareet gotired by cxpinsve aroath and woreasang

feonercge s haflewrns [AL 0 aluegna, e el

v than a3 g s abord colvery prezsiciab oty

and g alsy for our ciinnts Sacenss'ul deavery ot TAQL

s essenna thwe Qe sericls aboat achieving oor vigion

I~ hithe acknowledges caconin seabea-to-suiface

CrGIrtunngG and consbruct on

Throuahicut the year wa demorstiorec oar ababy 1o meat
tne very real hurman rescurces chal 63 ‘acre Acongy anc
othe s 1in our InoLsly Tranks to ot chored agead oowe

offectively added a net 100 nea ompioyess o o vaarkloms




cvary i ang i an overhraled labor maorket vo have
Been suocosstubn reiaming thoso cmployoes whaose loya'ty
0SS

Aane cod caton to Areray s sompsniani for oar futine su

e caahty of ou loameng and doveloprment crograms tor al

cmloyeos an

d the siiergin o e Acoigy Acacemy whch

PIOVIGES CRgGINeenng lraning. have proven chtical 1o retenton,

Tha launch of 3500 million Convertible Notes can be
looked upon as a sign of our growing maiurity This is
domonshialed by our abiny 1o establish a sirong slattonm

I the iaure while we are still growing ane so soon afler

QUL T Naroand

THO L ear s Alssomarkn e Dy W chsapnoint ets oo

st e rarial copnid e pernitone et seval proeec s
TOLE IO rar s e DLOT ord s maeihly 10

Doasr aee ab e oo S0 Spoaders

Trnwclad andd Tohago due lage'y 1o cncamstanaes hayonio

aur conitrol This projeat was assontially comphetoe n
January 2007

SURF MARKET

The global SURF market is expected to grow due to increasinyg
E&P expenditure, with an mereased focus on subsea and
deepwater developments. Demand is expected to grow by
aboul 50°» over the 2005-2012 period, from $6 billion 10

$8 bilhon annually 1n listoric prices. Rising supply chain costs
for equipment, materials and manpower are expected o bring
the total market value to about $12 billien. The industry, capacity
constrained in terms of both pecople and assets. 1s responding
by adding new ships to the SURF fleet, which we expect will
lead 1o a 50%% growth in key assets between 2005 and 2008,

Taking stock of our current position

So waern arc we now? We have a clrong balanse shoet
and a loyal workforce numbering some 7 000 employens
We are aiso in the process of strengther ng our et
acding five ncve ships 1o undepir . iutare growth
Yoar-oreyeni oL backlog s up 17% while our lerdanng
for Wast Alnca alone and has grown

and the Midole East Despite

hank s up 70%
by a factor of three for Asia
the incwitatzle pressures ansing om this growth

we have mamtained conirol of our ovarhead with SGEA

cosls &t 7% of revenue

Qur graveb over ‘he past two voars 1as been cadraorginary

Aih royrrae from conanging oneealiong ke 2008 L0 by 36%

Ve IRD P ovInl.g vedn nn with o forther 2% ineransn in
2006 Most mponta miy carmg i syearac athaneda

B anen BetAASD O

otk mcd the welieery v oun projects
Yo hooove L wadla hc HOWISE 1Oty a0 susta nthe g'owlh
Ghan crOgneerng art consiraclicn company al th s

axceshonal rate walhout a pacse

Solid Market Demand Visibility : SURF 2005-2012

12000 —

10000
8000 -
. 6000~
4000 -

2000

Source Company datd
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CHIEF EXECUTIVE OFFICER'S STATEMENT

“Acergy is on course to sustain its growth until 2010, with

its market visibility secured until then and with much of
the project work for the next three years either already

at, or close to, the bidding stage.”

Coeonts employ fos notentia reen 18 Invesions ety

sanchwers ol s e aldors o oL e SLECSSR DO N

TFO0C e ACNCy S AN SO0 parhie pane e ey e oment

ey e e, We oo achees 200 o years

Looking forward to 2007

Follovang ol rapd grovih ovo the past g yeors tae t e
IS now fight for consodaton In our indusiry, now e ocls
iend to cama onsiream invaves rather than as a contnuous
flove, weth 1ong tormt aroath markes by pesks anz 1o aans
We anhicipode rovenas grovdit of aroand 10% tor 2007

compared with a CAGH of 24 5% over ihe pasl two yoars

O hacklog shodld contiue 1o grow as the noxt wave of
Mo SOt awards rofls Troagh our nouslry a° owing
LS 1o oxpand cur prasence in Asia anda the Middle Basl

Soutih Aanenca and i Russa

Fac ke themes 1or the vaear w il be intedration aad celivery

witiy 11 need 1O am our neve CI'H[JTOYCF}S and INegrate now

IMR, CONVENTIONAL AND TRUNKLINE MARKETS

The market for Inspection. Repair and Maintenance (IMRY 1s
expecied o grow in hine with the number of new cifshore lields
that are comung on stream, all of which il requre vegulas

repair and maintenance througheut the:r produchion hife.

A tugh level of growthis antucipated in the West Alncan
Conventional market with 2007 - 2011 being excephionaily
busy years. The market 1s then expected to return 10 motre
normal levels thoreafter, but &1 a market value substantally
higher thann 2006.

0t ACEAGY ANNUAL REPORT AHND ACCOUNTS 2006

ships nto the fleet. ot canreniy more prasamg ssues tor
Js than lop fine growth Angibier priority for 2007 wili be the
contruoceltout of Tota! Acerey O alty eazorshp TAQL
whien sboula mpact on ara e 2% of aur sorkioree doring
the o A b program Becomes parl of thae Avongy way Gl
Autrr more and more of our orrp oy cos we st soe

hdr SO MOV S 0GR TIoss GHIOG 1 At

We wall also roview our stratccy auanng 2007 nnnane
nositive sicps 1 make our balance shicct wok hardgor We
are Do willing ana able 1o .nvest for the forare, 2 art o any
opportsiies thal arise 10 consohidale wilhin our indusiny or
breaden the scope of our offor to clients

Acergy 15 on course 1o sustam ds growth unil 2070 vath
its market wvisitxlty securad it then and with mach of
the projoct work for tha next three years eilhar alieady
Jdlor close to the bicding srage

The Trunkhne market s expected to grow steadily over the
next lew years with the average market value in each year
buelween 2008 and 2012 bewng at least three timves greater
than wn 2006. Any long term trunkline market farccast should
howizver be viewed with caution asitis made up of a small
number of very large projects each of which are subject to
start line changes due to a number of political,

environmental and ecenomic factors.



Thinking beyond 2010

iLooking cven turther forward. our ambition ang expectaton
15 contmuca growth although inevitatay, our abi' ty to grow
organically while maintaining a clear locus on the SURE
market Inay nol meat our ambitions Wo will need to be
sonsiive 1o the structural changes QCeurmag wy our NG astry
w order 1o move fenvard reacting 1o strategic and
geographae shifis that are al-aady Bocomine ov cent
Uiim e oy vy walb peac o define ard dehees a broacny

el terScengy i thie ot aecade

Tom Ehret Chinl [ <ovdive Ofices

SUBSEA TREE INSTALLATION

“Aleading mdicator of growth in the SURF market is the
numher of subsea tiees scheduled to be installed 1n any year.
Driven by the growing numbrer of subsea developmants, the
fastesl growing sector of this market 1s that for trees to be
mstalled in water depths between 1000 and 2000 metres,
tllustraung a clear market trend f{or suhsea trees moving 1ie
ever greater water depths. The number of trees m shallow
water appears to be reaching a plateau, although that may
he the result of lesser project visibihity”

Global Subsea Tree Installation Forecast by Waterdepth
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OUR MANAGEMENT TEAM

Acergy is managed at corporate levelbya .
. core team of semor e; ecuuve managers who

Tom Ehret Chie! Executive Officer = 'l'e 'nonr g« umn ¢ g outve
A g eerhor b he Bocad o Thiee tas Heocrig s 2 Boaed
proifa e srreagy e oot n o noratenng and cesatng
oo ante dand Droege s

Stuart Jackson Chief Financial Officer 15 rospens o ko the
fmnneal ageount ng and ienouing o ihg Groupn noer nehance

woeh reguiatony recuremion’y Giebd Y reTTrTL on L e meng
and external communications matior -

Bruno Chabas Chief Operating Officer 15 respon suhic tor 1o
aiy-10-ay acivily of the Group inthe Tvae coeraing sggmonts
o renresents the Group IS NeQIperares o nt veniures and

1 ihe ownwr of the pro,ec’ manigement Drecess.

Jean-Luc Laloé Corporate Vice President Strategic Planning
g 1esoonsit e for the preparaten of the Group & Sirateqic Pan
ang! for the ovaiug: on and ranacement ofF Acqurs: on merget
a1l cavestment ndlal ves

Mark Preece Corporate Vice President Business Dcvelopmcm
s ol 200 SonGlonrgg uloie fan mess Lopon el tan e
Grono and mamtanangg 1c 3 enshps s hibey Sosinsigs

Allen Leatt Chiel! Technology Otficer -« reivnst btk
otz s eohnclepes ane o AL s o o a e Lo
bras st cng nesnneg Sopps Shan Vonalement Hie stk Safory,

Eevronmeni & Secur iy and wifshor o ooeeatona graear e

Keith Tipson Corporate Vice President Human Resources
Sresnonsin e don the global Hurman Besource @ity wikn ke
Acoigy Group

Johan Rasmussen Corporate Vice President General Counsel
acv g5 the Chef Executive Otficer andd otber mom:ers of the
Corporate ang Rea chal Managoment on caal contuaznng and

1 skomanage nent ratiers

£:3 ACERGY ANNUAL HEPORT AND ACCOUNTS 2006
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GROWIHIIDECIVERYS

BB ([T IN CIANSIND USRI
IASSET

mConvertinglexistinglmodernshipsifor
@:-mmmm
usttojtakeleariyladvantagelofithe]
growingmarketis

‘
FamBP ORI

Good)torwardlvisibilityloffalrapidlylgrowing[market
and[highllevelsfoflutilizationlofjoudships¥suppon]
ourlongoinglactionsitolgrowjounticet{tonsequently)
bearinglinlmindithelneedjiolcarefullylbaliancelsupply]
landldemandSfoudnew]constructionlshipslwilllbeladded
iolthelAcergyitiaetiini2007andlonelmorelin2008Y

ShpSEwhichwerelsectiedlonlicngyericharebacki
2005%aielcurentiylbeingiconvenediiodtselinfdsepwaiey
[[Ueselconversionsienabielisiiolgain
competiiveladvantageloviavaidinglinelitieesvear
Qeliverilimelnecessayitognewlylbulsnipsy

Yasiawhereliteldeepwatedrariel Ygrowingastiine
Sapuiralacergvljonilventirslwilliakeldeliveryaiibelnew!y,
onifSaptal30ooNalsiateotibesaripnelaylandlhieayyiiy
ShicYai200 Ashelwilloefionedlinfasialbyiielrecening
chareredpiossalgioreusi@UlicetinlieliontiSealand
favcticlregionsiwillaisclbelstiengthenediint2008 witklihel
fanvagorlibelnewlotidlchareretivesseliSkanolAcergy

ineselnewlshipstaddlsicengiblicloldticetaTheylbrngilcy
adoitianalievenlielgeneratinglcapacitylandliediicelaveragel
leatfagelwhilelimaintainnglodstrategyiodkeeninglines
fleathitsishorlonlmaoassetsRsolthatwelmaintain]igh)
levelstoflitiizationlintanvimarkeRdovmtu 8

The Pertinacia, a former cabie lay ship chartered by
Acergy. is being converted for deepwaler flexible pipelay.
Shown here in a shipyard In the Iatter stages of her
conversion in January 2007, it will start work in the first
guarier of 2007, on a $250 million, six year firm contract
for Petrobras in Brazil Acergy will then have three ships
on iong-term charter to Petrobras. '
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2R GROVIN GYAN® AT T
WO RKEOREE:
mWelcontinuejtolatiractfandretainlthelbestipeople

infourindustryfhavingladdedlanothergi?000
peoplelforgthelsecondlyeaginlsuccession's

[KelthTipson]
[Corpo R islEHunanResourcos]

Patiheart¥Acergyfistalbusinesslanvenlbylthelknowshow,
land|passionloflitsipeopleYBuildinglandlgrowinglal
qualitylworidorceislessentialitolmeetimarketldémand]
landlisiprobablylthelsinglelmostimportantichallenge]
wellacelintgrowinglthelcompanyltoday

welrehshithisichallenoe$inlbotht2005fandi2006lwe]
addedalfurthe@iiogoiskitedipeanieltalodigworktorceldan;
impressiveachievernentlalsectogwhereltheldemandlioig
talentlhaslexceededisupphlionseveralycars@nlin:s}
lenvironmentfoucontintinglsliccesstafaitiactnglnew!y]
quatitiedlengineerstandlexperienced[protessionalsliron

Reciuitinglibalbesipeoplelislustanelaspectoithelchallence]
weliaceNaetannglandldevelogingjiheritisteqliallyiculicaliol
olilutielgrowinWWelhavelcreatedlatcareesionglleaming]
fandldevelopmentiramewordiogallacegylemaloyeesy
dalivennglitielskillseisibeyineeditolsticceedaciosstall
oflolinkevidiscinlinesiniojectimanagementiengineennol
BASSoudleadingiedgelsateitianinglschoo@Weliave]
alScliaanchedlinelacergylAcademviwbichiiocuseslon]
echnicallandliinctonalirainingy

(Cdinvestmendol siolmiliontiatialenicevelopmanifovel
andlaovelessentialiraininglshowsyilstihovgseriodsiyiwel
takelibisibisnesercricallissuelandhowlhighyiwevalue)
joudpeoplefWelconinuekiolinvesthntotioeoplelbecatsel
welknowihevlbioldlthelkeyitolotfiongiteralsuccessy

in order to achieve out vision of being the acknowledged
leader in seabed-to-surface engineering and construction,
we work hard 1o atiract and retain the best people. Through
our many training and development programs we work
with aur people 10 ensure that they have an Iniefectually
challenging, dynamic and rewarding caresr.
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G VTHIIDELIVERY,

YD ELWVERIN GIEXCELLENCE
INJEROJEGRMANAGEMEN
Vvelarelrevitalizinglougprojecfmanagement

[processlasiwelstriveltoldelivegalllourprojects!
onftimelandlatibettedthanlbudge{costi

[Brunc Chabas)
@Ay Gl

[CCinT ARV EBRAGERE L Counset]

(Continouslimprovementslinjprojecilexecutionlhave]
contributedltolouriimpressivelfinanciallresulisloventhel
pastifewlyearsBibutltherelislatwayslroomitoldoleven)
betterBuildinglonloudrecentlexperienceXougpursuit
oflexcellencelislongoing

Bapidigrowihlmleuiatketstpeapstwelcagdoptimizelony
resolreesinlbridinajfodiisfizoselprojectsiwhichiwelnave]
Hhelbesichancelotwinnno®Welanioloeceomelfulyinvolved)
nSTitable]oojectslionglosiodtibeylcomeiollencicy
otifassessmenfonstianiyienChalenges e iikge)
availabilitylofolidasseisYauniechnologiestanalotoieieled
riskiproficyintshorkwelamio bidl omiboselprojeEtSyhalbwel
arelbestplaceditomvin

Welarelcheniviakinglslepskclisanagatproiectsleven
[oreletiicientlyloylintodtediSigoliied)
processestandiEnannglknewledgelandlexpenenceloetied
thanleveybefore¥Atsimilagdstepchangelhastalicadylbeen]
achievedlnfoudabiiivitolidentivlevaluatelapdlimdigate]
nresctielatedliiskslovediecenivearsiWelwetcomalctient
freedbackiznaliselitiolieamifogizelitiiiel

fodayTwhiellsinglotdexper enceliotaddlvallelion
IS, W il (EES CuT CREIEHES 10 SRS ERpraiE
compensatonliodadditionaliwordonlprojecisywiilel
alterationsitolou oaymentistificiiresinowlbelnltsttol
maintanlalcasklposiivelposiioniivorekhanteverdbetore
IAcergylworksiwiblatilprojecsiakebaloerstotdeliver
piojecisltalspeciicationYoglimelandlonlEtdg et

L _.J The Acergy Piper, 8 semi-submersible trunkling lay bargs,
t successfully Installed 980 km of the 1166 km Langeled
gas pipeline between Norway and the UK
This two year pipelay program, valued at $250 rrillion
on award, was successfully completea in the fourth
quarter of 2006. 3 5 milion man hours were worked on
‘ this challenging project without any lost ime accidents.
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GROWIHIIDELIVERY;

4SPROVIDING _
FPECGHNI CANEXRERTFISE:
il eleverldespedfandlincreasinglylcomplext
subsealconstructionlirontier

demands)
excellencelinlengineeringse

(Ourcorelvaluestputiengineeringlatithelheartlof]
curlbusiness8Throughout2006Ycurtechnical)
developmenifcontinuedfatfaniimpressivelpace
withfexpansionYimprovementlandjinnovationlas)
keyjthemestforthelyear]

Weladdedlafunheii 0leng neersiictantengineerngitoree]
(hathasloroweloviaseovethelpastitwolvearshialstppor]
oudgiobailexpansion®Btvstincieasefnlnumbershstony;
paclofihelsionyAWelbavelalsolworkedibaratolimpiovel
aining¥developmentfandlsiatilretentiont

200slsawithel aunchloffiolifengineedDeveiopment
Scheme¥alcontnuousipioiessionalldevelopmentprogiany
ihatihelns¥acergylengineersltofassessithaifownlstiancibs)
BndistrictireptheifcareedolansEBUINaRNEeatwola|Se)
otiereditbrotghlolidGraduatelEngieennglRevelopment
Scherneliojmakelhertavailableliclmorelengineerstthan)
evegbetoreR\Valaisalconsolidatedltioffoldengneet
cevelopmentlorogramsiiolcreatelougewnldedicated)
raininglorgapization§thelacergysicadenys

Withlengineerstinfsharfstpphdthiofghottollind sy
iwelhaveldevelopedfalvinuatlnetworklaciossidiiierent|
engineeringldisciplinestiolimpioveltelwayinelsnare)
KnowledgelandiprogiotelbestpracticoRWeliiavelalsol
iprovedlconsistencyYstandadizingthelwarking]
[processeslaciosslalilotiotigengineeringlteamsiworldwicey

@lilcleantocuslenlibelneediiolprovidelotfengineersiwitty
ihelverylbestiaingloolslandknowledgelneworksisetstis)
apariropioudecmpeticisAwelbelieveliloivesistaltangibies
advantagelinlieciitinglandlretainingithelbestipeopic]

Aninnovative | Lay" deepwater pipelay system was
installed on the Acergy Polaris, our maln construction asset
in West Africa, in the fowrth quarter of 2006 as part of an
$80 million upgrade program. Viewed here from the top of
this J Lay tower, a double Joint of pipe is being lifted into
the vertical pipelay tower for welding on tg a production
pipeline that is belng laid as the barge movas forward.
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FINANCIAL STRATEGY
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During 2006 we ensured that our financial strategy
was aligned with our financial capabilily to deliver
our growth objectives within a well structured control
environment. The quality of this controi environment
was conlirmed during the year under Section 404 of
United States Sarhanes-Oxley Act of 2002.

We imtend to mantain our fecas on improving the control
covirgnmant wathin the business and we considar il 1o he
a koy pillar caninbuling to an agpropnate financial siranagy

Developing our Capital Structure

Akey considoration in our financial stralegy was an assessiment
and dovelaprment of an appropnale balance sheat

Share and Convertible Note price chart

1T -~ NGK share pnce
- Bond price
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£Geeng e

W have a long-term invesiment honzen but moig growth inifratives andt 1o reparchasa issuoed shore capital
rmited rovenue hierizon A controlled and well maasured for o maximum consiciaratuon of S300 mullion

miroruclion of loverage to our balance shoet is thercfore

important Accoraingly the Boara has establishod a pohay Returns 1o Shareholders iL
| around the valurme o ochr and the abiliiy 0 servee dobt Fo owing heissuance of the Convert sle Notos v

Solore conaicrr e mvcs mart sppordunities convroncee A shae opackhaze pragratt as conoanced :
croooptembor 11 2006 Wow icontrue tng progra™ nto !

VAL b o nie s oL Carshing synd cated bae- nilie < . :

) Cecnlyear 2007 ag part of our shiateoy 1o reshape Sor group

e, e e b Beee S350 rio SR e |
caprial stattae, |

oy s narke standarG toims . rroioved poceG o an |

Sl b e gty gnte AW oiso sinpd hed e T ovanel e At ~o soblsheg resadls for 2006 ana for the Frstimon |

stccture pliaced the facilies on & wnseclma basis 2o ¢ . biston, 1ne Boand kas resoived 1o recertmend g sayiment i

e esinehons an ather sources of indebledness ofa cvoone of 0 20 por =nare fo oe caid in 2007 sLsiec! 19 i

starchelder approva. This signiics a row miatur vy o our
In Oclober 2006 we comp'elocd an offonng of $500 o ) . !
= Susness and relleats orr coefierao e A0 g o nal seclar
Corverbhto Nntes doe 2013 whizh ao conearbbio 1o

our Gommen Shares wilh an arnaa' rarest ale ol 7 29%

andd & conversior price ol $24 05 por Comverticle Note A

“j{//' .

T peceeds w'l e osed o ure leeber eogaoing ol

SOl cd g lleet 1o paov e a plactorrr 1osaon ont Stuart Jackson Clr ot Frianzial Cthcer :

INTERNAL CONTROLS

The original COS0O framework cube shows internal controls
across three dimensions. The functions - Operations, Financial
Reporting and Compliance. are shown on top of the cube.
These translate into an arganization that 1s inanaged effectively
with accurate [inancial reperting and which complies wth all
applicable statutes. The orgamzations and activities within the
company are shown on the side, whiie the third dimension,

on the face of tha cube. cover the specific activities which

are needed for effective internal control.
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MANAGEMENT DISCUSSION AND ANALYSIS

PERFORMANCE REVIEW

ATRICA AND MEDITERRANEAN

This segment comprises all activities
in the Africa and Mediterranean region
including the fabrication yards in
Nigeria and Angola and related

For Iscal yeal ended Nov. 30 (in $ millions) 2006 2005
Net operating revenue® 1,045.5 7141
Qperaling expenses*” 852.5 592.§
Income before income tax* 133.9 149 4

*Figuras tar conbinung operaions

49.2%

of group total net aperating revenue from conlinuing operations

investment

1he Polar Queen was laken on oong-lerm chaner and wii
be deployed i Wesl Afnca in early 2007 on completion of
her conversion lor deepwater flexible pipelay

Divestment
Non-core shallow walar Srang assets were soid in Novenrior
2006 in e wath our siraiegy of focusing on decpwalter

SURF nusingss

o ACERGY SR AL FF DT &REY A0 Do M7 e

Nat operating rovenue rnproved by 8331 4 milkon o

A0 A% e PO pervin g vear orvee by anomarease 0 SURF
piopees and the sucoessiul ard §re'y cxecation of Ihe Erha
andd FRE23E prosccts e Migena SURF piojects seeh as Erha
Groaier Plutono and Mabho Bilongo cortnbuted 3602 4
ryiien Conventronal projects sueh as Amenam i arg
EPCAM conerated $P46 Zir - hon of nol onaraling revenua
Pro octs m Angola ihrough the Sonamnt fabncat on yard
ard 1he Sonacergy serace company both Somg fally
consalidaies joint vertures reportoa 3106 4 mill cn of net
cooraing revenue anncreass of B38 5 e cver 2005

retlocting growih in rmarket comand far local tatyication,

Operating cxpenses of $852.5 milhon showed an ncrease
ol $259 6 mullion over 2005 due (o the higher level of project
actvity particalarly on such pro acts as Greater P utonio,
Woho Bilondo, Erha and EPC28B

tncome tefore tax of $133 9 milton mese tha ~ doubled
coparec 1o the provioas yeor e echeg the nigrher ievals
of agiv ly and gooe podormang o on the Erba £R02R and

Amcoam b o ects




NORTHERN EUROPE AND CANADA

This segment includes all operations
in Northern Europe. Eastern Canada.
Azerbaijan and related project specific
joint ventures,

Fci hisca year andac Nov 30 {in § milons) 2006 2005
Nei operaling revenue” 827.2 579.0
O—peT:;ll—né expenses* 673.4 486.7
Income before income tax* 1225 67.0

*Figuras for conlinuing operalions

38.9%

of group tolal net operating revenue from continuing operations

Investment

The newly budl shin the Skand: Acergy vl 6o taken on
charhar o eight yoms from e second cuaito of 2008

Ihe Accigy Vg aoncw bula survey ship. has Bego takon

oneralorm chorle: and wil o the fleet o nee 2007

Not cperating revenue imiprevea by b248 2 m. npe nver the
DREA IS YOaT Ceven Dy a0 inctea L i achivty o SHIRE
proe s ag Breaaea Saab e the CRB D rame

Do cantony Grnren

VT aRREL N g Nove une THra
Reeed T sacoessial eoreplenan ol Ine Langaed = undine
PoineSoengy Poee vihio e 980 ilomicters of lvne
AT e hing cuor to yaacs also contnbaten o tne
AMpr Ly emeet e operat-rg reven s ssector Wartenance
ana Repan astivties, mostly for BP ane Norsk Hyde,
connbiied 34 G million of net oporatng rovanae ara
Sarvey actviaes mostly for Sioiol s 59 cone e ledd

£45 8 milaor of net operitnrg rovenwg

Operating expenses increased by $186 7 milon relecting
ircranses in proect actwly and the cost of overuns and
uoays o e Sntanz Sateiliies Tyrmang and Oumsanon

noccls

fncome betore tax was 1027 & million an norecsc of
THD D s ae the proas s s Car deveni oy tho nTreass
a et ‘,;'rt.‘(sf‘l‘r,_'j FOWENLE TV SR OO RIS e Lol reome

amymntsertues
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PERFORMANCE REVIEW

NORTH AMERICA AND MEXICO

This segment includes activities in
the United States, Mexico, Central
America. and Western Canada and
provides tendering and project
management support for major
international projects.

Continuing Operations

For tiscal year enced Nov 30 (in § mifhans) 2006 2004
Nel operaling revenue 3s.o 491
Operaling expenses 3.7 48.5
Income (loss) before income tax 2.8 {1.8)

1.8%

of group total net operating revenue from continuing cperations

Divestment
N T RN R S [ o I M S A O (SN [ K
Acenyy North Arer e and oxco e o deanaate - &0R)

ok ancssole oo Corivertional e shizd oy 2ater et ot

Cal Dive

¢4 ACERGY ANNUAL NMTPORT AN ACCOLNTS 2006

Met oporating revence at 338 mdhon 1 20068 was areduchan
obRTT Tl o from ing prevans year anc A 3s eonbned o

Pt s corcaette iomithe Lt

Craraeinng eopenaes o 320 7 mul on o etlecteu Ing ecrease
it by this sogrent dorrv g b e e

~

Incamea betore 1y aft 32 8 1 2 vas o o L roent ot 345
oyt s e prevesz vear relloctea tro sotiasasament

SOT s pron Lac o e PR T et B

Discontinued Operations
For hiscal year ended Nov 30 {in § rrillions) 2006 2005
66.6
79.6

MNet gperating revenue

Operating expenses

Income belore income tax 16.9

v Jar sasy are March 2008 respaita v the e i
Cal Qe ot the pipselay borce {08 807 e this S ey

Kestrel was compleled

Net operating revenue decreasaed by $156 0 milien to
566 6 milhon n 2006 reficcting celws incomp et g the
Corvent onal proecls i Trnigac aro Tobago

Operating cxpenses decreased by $126 2 thon 1o
79 6 million The decreass in cosis taug a refllecton
of tha decreasa in operating rovenae doven by reduaced
aulhvily

neome bafore ax 2SR 0 ele Los 0l vase o

R R TN I f i S £ TR B RP A IR # Ste TRl LY Al B A

o aed acrodochinn

t.Zo[es

b e cade Lot oo osals




SOUTH AMERICA

™

PRA T eonlract

Far figeal year endpd Nuv 30 {In S imlbons) 2006 2009
Net operating revenug™® 82.6 50.2
Operaling expenses* 68.7 430
Income {loss) before income tax* 4.5 {1.9)

*Figures for continued oporations

3.9%

ol group total net operating revenue from continuing cperations
fnvestment

Ihe Forecs rwns faken or charter for a soyear contrac
wath Petrotyras Sho will onthe fectearly n 2037 o0
compleion of hoy convers ot for doepwatcrn fioe bl pane ay

lecome hefore tar of 33 5 avllirey © a0 3 eore cse A 36

Lo preangT e ds sl ot i hogbey e

This segmen! includes all activities in Not eparating revenue of $542 6 n Lo was an increasce

South America and the islands of the of 42 eadion reflecting an inereate of SURE actvily in

Allantic Ocean. relaion 1 the engineenng and procaremaont wark *or the
PRA-1 contract the frst lump-suimn coract 'o have been
awarded 1o Acergy by Pelrobras

Operating expenses at 168 7 mtiun were 324.7 mlhon
~igher than the previols yoear Gue 10 .Rereasing operaiing
costs ol the Acergy Condor ane scergy Hame ard the

s:art of g enginecnng and Qroc aoment pases for e

1

or oty mthe SURE ane SMB qegmentz
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PERFORMANCE REVIEW

ASIA AND MIDDLE EAST

This segment includes all activities foraporatag roverte af 2T el e s oo Inse
in Asia Pacific, India and the Middle -SRI PRI LR SLACOY LR N S | B
East. excluding the Caspian Sea, G Tt VLS proeLts e Sakbaln

and includes the new joint venture e D = ng

in Malaysia, Sapura Acergy.
Opcraing expenses i SH128 v anncieas™ of

347 nullon on tho provious yoar reflacis dthootes on the

Dai Hung and Kensi progccts

Income before tax al $1 1 mil .on was a drcriase ol
st 2 million on the prev ous year

Far 1 scal yem ended Nov 30 (In $ milfans) 2006 2005
Net operating revenue* 129.8 80.7
Cperating expenses” 1129 71.2
Income helore income tax* 1.1 23

-Figures lor coninued oparabons

6.1%

of group total net operating revenue from continuing vperations
Investment
Tne L [N R S o A R R [+ P o T SN T AR USRS A N TALIA |

torihres yasws o the b rg auarter of 2007 The s

Coanes Bodd ey b ana ppoay soip will b cenvorern

ineed POAT for e Sapara Acergy int vonture
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MARINE ASSETS

T The Marine Assets Group is
responsibie for the crewing, safety,
efficiency. effectiveness and integrity
of the company's ships. pipelay
barges. equipment and remotely
operated vehicles (ROV's) worldwide.

i
'
I
i
|

Gnan Lesth

The assct ervelopment croun vua e

IR T e e B T I B A N N
O A U R ard CH
1 onha T
Lottt g e SHIEe o T Ty

Ve b s mgor ot tal Lxeenaitur e propcls e SO0

The ship managamaont Groups resorshie for ma i
the constraction. pipctay IMR and survey ships argund the
worle 0 good working order Thes s a demanding task ar imes
ot high ulilizahon suLch as is cuirently Deng expenencea

CORPORATE

This seqment covers mobile assets which are not allocated to
a pacuiculiar region such as construction and flowline lay support
ships. ROV's. pipeline ploughs and trenchers. Also included are
the NKT Flexibles and the Seaway Heavy Lifting joint ventures.

For iseal yean enaed Nov 30 {n $ milbons) 2006 2000
Net cperating revenue* 1.1 102
Operating expenses* (9.5) 1.5
Income before income tax” 29.7 4.3

~Figures ‘or cantnued opsrations

The mobite assels group (Construchon} s responsib'a for
12 etaipment that is mobulized on 1o our shps ard harges
(0 suprzort specrlic consiruclion anc ppeay progcls

The mobule assols group (ROV s) s respons Hic tar the ROV
fort heioeling couapmer and assoc e orshore sLpport

a1 OHsasie aress

PACY tmtves oot Lare o A Greo e, oo G e

bt s e ptares o slhtrbe e oot es than

TP i e et sk st e Je L L mprnve
Fhe de s ] fratng aadd aon e et et b e ety

S e anes

Aoemone TAQU invative i3 conta /g the ma” g ment of
¢ . ROV operaliors reimele ina a-ator or gings g ROV
ool and suppon savices Throdgh ifns i asve the
ICMELC Operations copartyant niends "o delver aninoustry
leading remole operalions scrvice o our Projec's from
design to sxeculion

ERUE

Mot rpeatine revar @ decrmasea by 3901 miliien o 510
A by s the sele of Faaeg o Engmicoang Seeoces Inc
with tne 20796 figue relotnog 1 cdemal connrale senvices

N T ESR T e e T L T T o, O
E3 s mdl v die o hoh i ofheane s o bofore b
CEEPYT T horw@a main y Litndeten o oo o ned
ELOME CerinDuetion Bom areonsol daded 2ndventoes

NET Texables and Seavey Hoavy alleo oaethoe satb the net

nver-rerovery referres o aboe
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BOARD OF DIRECTORS

Mark Woolvendge Chairman
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James B. Hurlock Deputy Chairman
B Mo cokow aratroed artnr - her vt Slee & Lo LR ares servcd ds Cha me g 06 u B anaeers et Somersitaes rurn 1980 10

2000 He bas nesen o r\"m—’-'\'ccu‘n e lector o the Coropra woan o0 2 0 e s proaees e, aly CF e i Bt Lane 200s Ho s
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nom Proceion Lnvors fy an YA v P spiueence e anand o nes s, m ga ol savard Loy Sboof ShiHara e 1 b alaen

Tom Ehret
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ance Warch 2003 Prevously Dew s Voo Charman of e L anacemert Boare of Techwpond Pros dent o e GEchore Bea o H e
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HOTS
J. Frithjof Skouveroe
b Lol s ot Boar e 0 b 5O e anoc et U noeas T Oy mne g meenber of e Adit Qoo e He hay been

wthe b s peRs Gire ©CUTH He wos preacusty TECr ol l'-F\.. Caeh Seavay @ pedecassor of e Corpiny W Skoweing has oeen
arche ose o Soear Ba ASA  ne 109
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PO R T T D GE e U PTGt T T R T O N N8 O R S TROIICS N van by o neda s throusgme s e caroes

Hes g v an MBA nom WNSEATY and an /52 frenbe Toche 1 ety Bloramy S0 Skow

2rong i Nane g oo

George H. Doremus
Kar Dorernas huis bBoon 5 Non-mese s Dire e o nce e 20248 He =g s Do sedh be Gosrmeay v s Moo e e ey o

and e Conrensatan O rter rle cwrronty o en 1 Ut b ecs o OF s e arabas Ar gt o ton et Bae e eabin leenes
H

T TS T L o P S R L N I L U I B B L PR U e P T IR S o TP NI |

P pASS g Ty T b e P L e e et et e e B e e s N e fE s

Pirs ospsistee Drects oed o Dot Opccmons st Bobl v e pees s a0t s Fachbicld e peeal s o pE ey & e -

EEIE N PR TR I T A PR F O [ S

Trond O. Westlie

|78 S S RV AP PE L SUR PR L N SR RRLTEN BERL FER SO A I o T s Clareanr i e Ast o g gt e
Gl o Do B e bl b e e chreu oo ae DO het Foaneaal Gibesr O e Tolenon G op He bas
T T T A RN & 1 S o T et e e Oy g EARer ke e ARA ey 2000 S0 tp HE e N ooe

S AT B R RO I B RRTEE Aol Vo e ASA e T D e g G s o S e AL T SR U I I i
Tdhorer B o e 00 T T A T T S U I Y pancsrateant ard bes soreee poe e R T A

adrcn hinWosthe r g Mooy an o zaen

Sir Peter Mason KBE
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CURRICULUM VITAE

CORPORATE MANAGEMENT TEAM

Tom Ehret Chicf Execulive Officer
Tl e Acetoy ds G Ereout oo %20 B b2 T3 o) peeacsly seen Vice Cheran b o Manager et Board
Lo bovng

cosererne st e vctb o FUUU L e aanon B oea Do Godboap Stona ana Teohen D6 ha S iraanagy g Senman e iun ouer
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Stuart Jackson Chiel Financial Officer

Steant gackson nned Aceray n Apnl 2004 as Chiof Financal Qfhcer woere be was mreaiatey tesoonsiis o fon he imanea  iesiusiunng
o' the Grovp Botare joming Acerlgy Stuar wa
A TRINTeMN
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Bruno Chabas Chief Operating Officer

Brons Chet s s e o ACh O S e o Ot e 2000 cooberespena by 2o a0t o g -, e e sporal enal
Hobotcetbe eo oo G g the e e B rg e vareus nowt ons robe Uk Frewe et o LS T ady senang as
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Jean-Luc Laloé Corporate VP Strategic Planning

Juno-lue Lo e jomed Asergy s Coipcraiv Wanagareri Juam r Ry 2003 boag naaweh lim over 286 years of micmatioral ©yesnca n
ihe ofsbore or and gas constucton industry. As Corporate VP Siraleg o Planaing, Jean-Luc focuses oo the development and regnagerment
of the Group strategy and corporate planning together with the poss blo assoc-atod strategic growlh in atives and M&A actiwiles Jean-
Luc bagan bis carcer as a naval architect He has smoe hold o wde vaniety 07 pesong arcund the woitd veh Stena Oftshoere Cotep
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Mark Preece Corporate VP Business Development
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Keith Tipson Corporate VP Human Resources
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Johan Rasmussen Corporate VP and General Counset
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Allen Leatt Chicf Technical Officer
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REGIONAL VICE PRESIDENTS

Jean-Pierre Capron VP Africa and Mediterranean

Jaan-Pere Capron joned the Group n July 2003 as Regional VP tor Acergy Afnca and Medilerranean weity fun responsin |y tor comnmaic.al
and oparationa aclivity in tha region Jeon-Peme has part culan evper ence of tunaround scuatons, as Chict Opeianing Otficer of Techip
mthe - 18808 Charman and Chici Executive Clicer of Renadt Veh cuos ingustagls o the cary 1990s 2ng ioliery Chia rnan and Cleet
Ewcewwe Ginger of Compagnio de Fives-lL 2 Joim-Pene s agpradie ve of both Ecole Polyiechn cue ang Ecc'e Manona'c Stpeacure ges
Ko o Par s and stanted big oreless ona ite as anunderaacond encoecer ncogl e mng oean-Pierre o basoo othe Pars otfcs

Oyvind Mikaelsen VP Nerthern Europe and Canada
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Phillipe Lamoure VP South America
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Flywy as g dver belig movng mio the commerzial diong Busnecs e 1070 5 nze then he hos be o Operabcn . Breager poshors n

Marsecho ond Pag ce anonc was Besdent Broneger n Too s and VP Frange Anca ana Moddie Sast bascd nYoaassr e ke moved
BRovedbw s Wt rakaon e ie s ot costior T P Enne ottoeded the Banageene o B osvctope s il Pregrone at

O T B0 I S Y T AL N SRR

Jeft Champion VP Asia and Middle East
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OUR PEOPLE AND RESPONSIBILITIES

The welfare of our employees is of paramount importance.
Not only are we committed to ensuring the highest
standards of health, safety and security within the
workplace, but we continue to inves! in programs that
offer focused learning and development opportunities
for all of our staff.

I adaiton, our flecghng Total Acergy Quality Leacorshio

(TAQLY miitative 1s already dewering resulls 20 this vear we

adl continle 1o guive its implarmentaton hreugn the reguons

Health, Safety, Environment and Security (HSE&S)

T o~ oy Heallly Safty Eoveoneeet and Secarny
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A OHHSAS TEO Y Lo ococ et anal Bedlthy oo safe s, 150
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Number of Safety Observations
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Total Acergy Quality Leadership (TAQL)
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CORPORATE GOVERNANCE

As a Company incorporated in Luxembourg, and quoted
on both the Osio and NASDAQ stock exchanges, Acergy
S.A_is subject to a number of different taws and regulations
with respect to Corporate Governance. The group is fully
commilted to achieving the highest Corporale Governance
standards at all tmes, We believe that ohservance of those
standards 1s in the hesl interests of all stakeholders The
lerm group' refeis lo Acergy S.A. and iis subsidiaries

The key Corporate Governance activity cuirently being
undertaken by the group concerns compliance vath the
provisions of Section 404 of the Sarbanes-Oxley Act of
2002 which is apphcable o all companies lLsled on a

US stock exchange and enforced by the US Securities and
Exchanrge Commission (SEC)

Committee Membership

Board of Directors’ responsibilities

The Boara of Direclors s respons:t.e e ard cormittea

to e mamtenarce of the inkest staroarcts of Carcarate
Governance froaghaul 'be groaps The able below prowdes
gotars of the group s assessrent of the nnepenaence of 4s
carontcircctors tonethes ve i d-tats of thar membership

ol o varo.,s Boeo Conva ters

The Goalty of the Non-crenc by Dregtors cach ofwbom
FAS 0 S e DACKGrGL e o e len st CERT I0Te CNSUEss
e e albbe to ana bingn an s help o danicn oo g
oo s st e gt frher g g Sppe e 10
Caveol ey acgp Tt o geEnesa s vl examing
TR | Y T SN SRR Dty BN AN Y A R A A PR R M TR
Al o st aere arso storimand e Bears ranings ano hole
it lest oo mes v e Ene sy s ard e renee of 1
ce b e Nenscree v Diesros on the Boaed bop 1o

cesre that he Board opaintes as a0inam

Goveainance ang

Nurrbet of Nomination Compensaton

Years onhe Boarg Irkzarancent Audit Cormmutee Comrrittee Comruttee

Mr Mark Weoolvendge (Chairman) 13 Yes No No No
Mr James B. Hurlock {Deputy Chairman) ] Yeg' Yes Chairman No
Mr Trond & Westlie 2 Yes Chairman Yes No
Mr J Fnthjof Skouverce 13 Yes Yes No Chairman
Mr George Doremus 2 Yes No Yes Yes
Sir Peter Mason 0 Yes No Yes No
Mr Tom Ehret {Executive) 3 No No No No

{a) For e puipess ol the NASDAQ KMarketplace Rulss Mr Hurock 15 not consicered an indepencant ditaclor lor purt of hscal year 2004, allhough he would meet he chlena ior incependenca under
Ruta 104-3ib){ 1) unwm the Sacunbies Cxchitnge Acl of 1934 s armended Please refer 1o e danialienan an 20-F for sl year 2004 Med with the Secunties ang Exchange Cormmission
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fho Bame s Govomanee and Nom pabng Comenitey
penoo ally revicws 1he compos ion of tns Boaro o
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Committees

Audit Committee Terms of Reference

fhe Acede Comm tiez nas thvee ncepencert Mon-cxaouiive
roren ard ereets at cast oo g es coryuor Tho
Commiee g i espnnsitie o appambeg the independent

R ocastorc e Pabvie Aconaninag Frrme approving 1S fees
SR L e O Sls e b L P Qe LS aoprovineg
1 e m T s ACCOUNTING ROVG 05 AN e g g caanierly

ard areeal segnia statcorests Al copy of e Au

Comncte e s of Bobopeoe s oovlss I oo ond

M i Growps & wabed T voser e et e oo

Governance and Nomination Committee Charter

s Commiige has oL mid~o ndenst Son-excnulivo
Creciors and s responaible o dehinirg the o allications
‘or candiontes for Drector positions ova watrng cualihed
candicalas recormmencing canaciaies 10 the Beare for
clection ag Diectors ang propes g a number of Dirgclors
o ckechon by stockholanrs alb cacs Anncal Gerera Moeting
The Comrrmittoe consioers rratlors of Corsorate Governanco
ancr astabhshes ave rovieras Cornonto Goven anco

v e Ate b cony ab e G Lo Soe aahion

—

Cornnte s Thowten e Vb e oy aane 04 o ing

L TS S (A S B LY A PP

Compensation Committee Terms of Reference
Thosomotlce nas tuo maepoiee ! Nen-exeoutiy e
Drecters e Cormito § prray e s inrovew and
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Exacutive Summary

The Group

We are a seabed-to-surface engineering and construction contractor
for the offshere oil and gas industry worldwide. We plan, design and
deliver complex, integrated projects in harsh and challenging
envircnments. We changed our name to ‘Acergy S.A.’, at a meeting
of shareholders on April 3, 2006 and the name became effective on
April 10, 2006.

Growth in Net Income and Rosults

The business strategy we implemented in 2003 to turn the Group
around has delivered progressively improving results for fiscal years
2004, 2005 and 2006.

Continuing Operations

Fiscal year 2006 was a year of significant accomptishments built on
the improvernents exparienced in fiscal year 2005. Our net operating
revenue increased to $2.1 billion in fiscal year 2006, an improvernent
of $640.9 million or 43% cempared to $1.5 billion in fiscal year 2005,
reflecting execution of our increasing backlog. The increase in
revenue was primarily driven by higher activity in Subsea Umbilicals,
Risers and Flowlines (‘SURF"}, up $572.8 million, or 73% over fiscal
year 2005,

Net income in fiscal year 2006 more than doubled to $220.9 million
compared 1o $106.4 million in fiscal year 2005, primarily attributable
to Acergy Africa and Mediterranean more than doubling its net
income and Acergy Northern Europe and Canada improving its net
income by 44% compared to fiscal year 2005. The increase was due
te improved on-going contract management and successful project
axecution and Acergy Corporate experiencing an imprevement in net
income contribbuted from our joint venture operations. It also included
an aggregate positive impact of $74.2 million attributable to variation
orders, claims and cther changes in estimates on major projects, a
charge of $2.1 millicn for impairment of tong-lived tangible assets
and a gain on the disposal of long-lived tangible assets and
subsidiaries of $3.9 million.

As at November 30, 2006 our backlog for execution in fiscal year 2007
comprised of 83% SURF projects including Greater Plutonio, Tombua
Landana, Kizomba C offshore Angola, Moho Bilondo offshore Congo
and PRA-1 offshore Brazil. Our net operating revenue and our
backlog reflact high levels of SURF work, thus delivering our

2003 commitment to re-focus the Company cn this activity.
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The improved fiscal year 2005 results reflected the organizational
discipline implemented in fiscal yaar 2004 together with the start of
a market upturn.

Net operating revenue in fiscal year 2005 was $1.5 billion, an increase
of $383.7 million or 35%, compared to net operating revenus of

$1.1 billion in fiscal year 2004 mainly attributable to SURF activity
experiencing a 48% growth and an increase in Trunkline activity

due to the Langeled projact.

Net income in fiscal year 2005 of $106.4 million was an increass of
$61.5 million compared to $44.8 million in fiscal year 2004 due 10 an
overall result of favorable contract seftlements and improved contract
management on new projects, The increase also included an
aggregate positive impact of $60.3 million attributable to variation
orders, claims and other changes in estimates on major projects, a
charge ot $7.1 miltion for impairment of long-lived tangible assets, a
gain on the disposa! of long-lived tangible assets and subsidiaries of
$7.5 million and a $19.8 million charge reflacting the fair vatue of
hedging transactions that were not designated as accounting hedges
under accounting principles generally accepted in the United States
{Usy.

Discontinued Operations

In fiscal year 2005, we decided to re-focus our Acergy North America
and Mexico operations on SURF activities and identified a numkber of
Inspection, Maintenance and Repair {'IMR’) and Conventional assels
which were no longer required. We sold these assets to Cal Dive
International, Inc. ('Cal Dive'), in fiscal years 2005 and 2006 and our
discontinued operations ended in the early part of fiscal year 2007.

Discontinued operations in Acergy North America and Mexico for
fiscal year 2006 generated $66.6 million of net operating revenue
and $15.8 million of net income. Net income comprised $19.3 million
of losses in relation 10 execution of work in Trinidad and Tobago and
a $35.1 miltion gain on the sale of DLB 807 and Seaway Kestre! to
Cal Dive.

Net income from discontinued operations in Acergy North America
and Mexico for fiscal year 2005 was $33.1 million, made up of

$6.0 miliion generated by hurricanes Rita and Katrina repair work
and a $27.1 million gain on disposal of the segment's shallow water
aperations to Cal Dive,

Investment
To davelop SURF activity in our business, and add capability,
capacity and flexibility we launched in fiscal year 2005, an asset




upgrade and rejuvenation program. We anticipate that by 2008 this
program will have resulted in continued investments in the Acergy
Polaris, Acergy Falcon, Acergy Eagle, Acergy Condor and Acergy
Discovery, refitting of the chartered Polar Quesn, Pertinacia and Toisa
Proteus and completion of the new build Sapura 3000, Acergy Viking
and Skandi Acergy vessels.

Divestment

In line with our strategy 10 focus our business on developing globally
our deepwater SURF capahilities with IMR and Conventional services
on a more regionalized basis, we sold on November 24, 2006 our
non-cora shallow water diving business Stolt Comex Seaway Nigeria
Limited and two vessels American Pride and American independence
to Hydrodive Nigeria Limited for cash proceeds of $5.5 million,

New Financial Strategy

Strong global energy demand together with limited excess production
capacity and correspondingly high commedity prices have driven a
sustained improvement in the oil and gas service sector. We therefore
expect a steady growth in the core markets in which we operate in the
medium term.

We believe our fiscal year 2006 financia results and the expected
market outlock tor the medium term in our sactor will provide our
husiness with opportunities to grow. Our focus in fiscal year 2006
was {o implarment a structured control environment and to develop
our capital structure 5o &s to ensure our financial strategy was fully
aligned with our business strategy.

« Structured Control Environment

As at November 30, 2006 our management has provided its first
assessment of the effectiveness of our intermal controls over financial
reporting pursuant to Section 404 of United States Sarbanes-Oxley Act
of 2002 and in accordance with the rules and ragufations of the US
Securities and Exchange Commission {'SEC'). This assessment

is based on the criteria for internal controls over financial reporting
described in the Internal Control - Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission.,

Management is of the epinion that, as of November 30, 2006 our
internal control over financial reporting was effective based on those
criteria. Disclosure refating to our internal control over financial
reporting. management's report on intermal control over financial
reporting, as well as an attestation report from our independent
registered public accounting firm will be inctuded in our Annual
Report on Form 20-F for fiscal year 2006, which will be filed with the
SEC. We intend to maintain our focus on improving the control
environment within the business and we consider it to be a key pillar
contributing to an appropriate financial strategy.

« Developing our Capital Structure

A key consideration in our tinancial stratagy was an assessment and
development of an appropriate balance sheet. Given our long-term
investment horizon but more limited revenue horizon it is appropriate
that if leverage is to be infroduced it is done so in a controlled and
well measured fashion. In this regard the Board has approved a
policy based an the leve’ of debt and the abllity to service debt as
key measures for considering investment opportunities.

On August 10, 2008 we completed a substantial amendment of the
existing syndicated bank facilities held with a core group of eight
banks, increasing the commitied amount from $350 million to $4Q0
million, The amendments include market standard terms, improved
pricing and an extendsd maturity. It also simplified the covenant
structure, placed the facilities on an unsecurad basis and removed
restrictions on other sources of indebtedness,

VEAW |

On October 11, 2006 we completed an offering of $500 million in
aggregate principal amount of Convertible Notes (‘Convertible Notes')
dua in 2013. The Convertible Notes are convartible into our Commaon
Shares, have a fixed annual interest rate of 2.25% and a convarsion
price of $24,05 per Common Share, representing a conversion
premium of 43% to the US dollar-equivalant of the volume weighted
average share price during the marketing period of the Convertible
Notes. The Convertible Notes are listed and traded on the Euro MTF
Market of the Luxembourg Stock Exchange.
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The proceeds will be used to fund further upgrading and rejuvenation
of our fleet, 10 provide a platform 1o support growth initiatives and to
repurchase issued share capital for a maximum aggregate
consideration of $300 millicn.

* Returns to Shareholders

Following the issuance of the Convertible Notes we commenced cur
share repurchase program as announced on September 11, 2006.
We will continue with this program inte fiscal year 2007 as part of our
strategy to reshape our group capital structure,

In line with the results published for fiscal year 2006 and for the first
time in our history our Board has resolved to recommend the
payment of a dividend during fiscal year 2007 set at 20 cents a share,
subject 1o shareholder approval at the annual general meeting. This
signifies a new maturity of our business and reflects our confidence in
the future of our sector.

Qutiook

To take advantage of the favorable market conditions we have
increased cur asset upgrade and rejuvenation program to expand
our capabilities, capacity and flexibility. We have planned capital
expenditure and equily investments for fiscal year 2007 of
approximately $235.0 million, compared to $253.0 million in fiscal
year 2006, of which $90.0 million is allocated to maintenance of
existing capacity levels and approximatsly $145.0 million to support
growth initiatives.

As at November 30, 2006 our backlog for continuing operaticns was
$2.6 billion, of which $1.7 billicn is expected to be executed in fiscal
year 2007, This compared 1o a backlog at November 30, 2005 of
$2.2 billion, of which $1.4 billion was for fiscal year 2006,

We expect our fisgal year 2007 net operating revenue from continuing
operations to be approximately $2.3 billion genarating margins at
least as strong as fiscal year 2006 results with the focus on executing
our projects in-hand, developing our engineering capabilities and
investing in our workforce.
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{continued)

Our History, Acquisitions and Divestments

A publicly traded company since May 1993, we were established
through the merger of the businesses of two leading diving support
services companies, Comex Services S.A. and Stolt-Nielsen Seaway
AJ/S, which were acquired by Stolt-Nielsen S.A. ('SNSA’} in separate
transactions in 1992, At the time of acquisition, Comex Services S.A.
was a leading worldwide subsea sarvices contractor, which pioneered
deepwater saturation diving and subsea construction using both
manned and unmanned technigues. Stolt-Nielsen Seaway A/S operated
principally in the North Sea and pioneered the development and use of
specially designed, technologically sophisticated diving support ships
and Remotely Operated Vehicles (ROVS') to support operations in
hostile deepwater environments.

In August 1998, we acquired the Houston-based Ceanic Corporation
{(*Ceanic’}, a publicly traded subsea centractor, for approximately $219
million. Ceanic provided a range of subsea services and products to the
offshore oil and gas industry in the Gulf of Mexico offshora of the US
and inland underwater services 1o domestic public and private clients.
With this acquisition we acguired a substantial flaet of ships, mostly
designed for shallow water work, ROVs and other related technologies,
most of which were sold to Cal Diva International, Inc. ('Cal Dive’), on
October 31, 2005, as described balow.

On December 7, 1999 we completed a transaction to form a joint
venture entity, NKT Flaxibles IS ('NKT Flexibles'), a manutacturer of
flexible flowlines and risers for the offshore oil and gas industry, We
own 49% of NKT Flexibles, and the remaining 51% is owned by NKT
Holdings A/S. The total consideration for our share in the joint venture
was $36.0 million, funded partly by cash and partly by the issuance of
Class A Shares subsequently converted into Common Shares on a
one-for-one basis. This investment secured our supply of flexible
pipeline products. During fiscal years 2003 and 2004, we contribuied
a further $17.5 millicn of capital and since have continued to provide
financial suppon in the form of loans.

On December 16, 1999 we acquired the French offshore construction
and engineering company ETPM S.A. ('ETPM’} from Groupe Vinci
S.A. The total consideration for this acquisition, inciuding debt
assumed, was approximately $350 million, funded parily by cash
and parily by the issuance of 6,1 million Common Shares. ETPM

had a significant market position in West Africa (now a part of Acergy
Africa and Mediterranean), which today is one of the fastest growing
markets for our services. As pan of the financing for the ETPM
acquisition, we, in February and May 2000, issued a total of 19.7
million Class A Shares to SNSA for approximately $200 million. Qur
Class A Shares have since been convarted to Common Shares on a
one-for-ona basis.

On July 18, 2001 we acquired the Paris-based engineering company
Ingerop Litwin S.A. (‘Paragon Litwin'). On September 4, 2001, we
acquired a controlling interest in the Houston-based engineering
company, Paragon Engineering Services, Inc. The considsration
paid tor these two acquisitions was $16.7 million, including deferred
consideration in respect of Paragon. The intent of these acquisitions
was to add conceptual design and dstailed engineering skills as a
stand-alone resource for us. Subsequently, we sold Paragon Litwin
and Paragon [talia S.r.L. on June 9, 2004 to Bateman Qil & Gas BV
for a loss of $0.9 million, while on January 19, 2005, we sold Paragon
Engineering Services, Inc., to AMEC plc for approximately $15 million
after deducting proceeds attributable to minority shareholders, and
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yielding a gain on sale of $2.1 mitlion. After the sale we retained
approximately 100 engineers to perform the engineering services
previously provided to us by Paragon Litwin, Paragon ltalia S.r.L.
and Paragen Engineering Services, Inc., (the 'Paragon Companies’}.

In August 2002, we sold the assets of Big Inch Marine Systems, Inc.,
a wholly-owned subsidiary located in Houston, Texas, specializing in
the design and manufacture of connection flanges for large diameter
subsea pipelines. This disposal realized $23.5 million of proceeds,
and resulted in a gain on sale of $8.0 million.

On February 20, 2004 we and our Sonamet/Sonacergy joint venture
sold our ROV drill support businesses, consisting of a fleet of 44
ROVs and certain ancillary equipment, together with related contracts
and employees, for approximately $48 million {o Oceaneering
International, inc. Qur share of net proceeds was $25.3 million in
cash, after deducting proceeds due to the Sonacergy joint venture
partner, Sonangol, and transaction costs. We recorded a gain of

$2.0 million on disposal in the first quarter of fiscal year 2004.

On May 29, 2004 we sold our wholly-owned welding services
subsidiary Serimer DASA to Serimer Holdings SAS, for
$38.2 million, which yielded a gain on disposal of $26.1 million.

On January 13, 2005 SNSA sold 79,414,260 Common Shares it
previously held in us.

On April 12, 2005 we announced that we had entered into an asset
purchase agreement to sell Acergy North America and Mexico's
shallow water IMR assets to Cal Dive for $122.9 million in cash. The
sale closed on a sequential basis. We sold seven ships and the shore
support bases and equipment to Cal Dive on October 31, 2005 for a
total of $42.5 million in cash, resulting in a gain of $27.1 million. The
sale of the derrick lay-barge DLB 807 was completed on January 8,
2006 for cash proceeds of $40.5 million resulting in a gain of $16.4
million. We completed the sale of the reel pipelay ship Seaway Kestre!
on March 15, 2006, on completion of its work program, realizing cash
proceads of $39.9 miltion, resulting in a gain of $18.7 million.

On August 30, 2005 we announced the formation of a joint

venture called SapuraAcergy with SapuraCrest Petrolsum Berhad
{'SapuraAcergy’}, a Malaysian oil service company, to build and
operate a heavy construction ship named Sapura 3000, This new ship
is in addition to a number of ship lease agreements signed during
2005, notably the Pofar Queen in June 2005, the Pertinacia in October
2005, and a new Survey ship in November 2005.

On January 19, 2006 we announced the launch of the Acergy name
and brand. We commenced operating under the new brand on
February 1, 2006 having already changed the names of our principal
aperating legal entities in January 2006. We changed cur name to
‘Acergy S.A.', at a meeting of shareholders en April 3, 2006 which
became etfective on April 10, 2006,

On November 24, 2006 we sold our non-core shallow water diving
business Stolt Comex Seaway Nigeria Limited and two vessels American
Pride and American independence 10 Hydrodive Nigeria Limited for cash
proceeds of $5.5 million resulting in a gain of $4.6 million.




Critical Accounting Policies

Our significant accounting policies are described in Note 2 to the
Consolidated Financial Statemenis. The preparation of our financiat
statements requires management to make estimates and judgments
that affect the amounts reported in our financial statements and
accompanying notes. We base our estimates on historical experience
and on various other assumptions that we believe to be reasonable
under the circumstances. Actual results may differ from these
estimates under differant assumptions or conditions. Management
has identified the following poticies as critical because they may
involve a high degree of judgment and complexity.

Project Accounting — Revenue Recognition and the Use of the
'Percentage-of-Completion’ Accounting Method

Substantially all of cur projects are accounted for using the percentage-
of-complstion mathod, which is standard for our industry. Under the
percentage-of-completion methed, estimated contract revenues are
accrued based on the ratio of costs incurred to date, to the total
estimated costs, taking into accouni the tevel of physical completion,
Estimated contract losses are recognized in full when determined.
Contract revenues and total cost estimates are reviewed and revised
periodically as work progresses and as variation orders are approved.
Adjustments based on the percentage-of-completion method are
reflected in contract revenues in the reporting period. To the extent
that these adjustments result in a reduction or elimination of previousty
reported contract revenues or costs, we recognize a charge or credit
against current earnings; amounts in prior pericds are not restated.
Such a charge may be significant depending on the size of the project
or the adjustment. Additional information that enhances and refines the
estimating process is often obtained after the balance sheet date but
before the issuance of the financial statements. Such late information
results in an adjustment of the financial statements unless the events
oceurring after the balance sheet date are outside the normal exposure
and risk aspects of the contract.

The parcentage-of-completion method reguires us 1o make
reasonably dependable estimates of progress toward completion of
contracts and cantract revenues and contract costs. We believe we
assess our business risks in a manner that allows us to evaluate the
outcomes of our projects for purposes of making reasonably
dependable estimates. Often the outcome of a project is more
favorable than originally expected, due to increase of scope or
efficiencies achieved during execution. Nevertheless, our business
risks have involved, and will continue to involve, unforeseen
difticulties including weather, economic instability, labor strikes,
localized civil unrest, and engineering and fogistical changes,
panticularly in major projects. We do not believe our business is
subject to the types of inherent hazards, conditions or external
factors that raise questions about contract estimates and about the
ability of either the contractor or client to perform its obligations as
dascribed in AICPA Statement of Position ('SOP’) No. 81-1
‘Accounting for Perforrmance of Construction-Type and Certain
Production-Type Contracts’, that would indicate that the use of

the percentage-of-completion method is not preferable.

If we were unable to make reasonably dependable estimates, we
would be obliged to use the ‘zero-estimate-of-profit’ method or the
‘completed-contract’ method. Under the zero-estimate-of-profit
method, we would not recognize any profit before a contract is

completed. Under the completed-contract method, all costs, revenues

and profits are accumulated in the balance sheet accounts until
project complation. Under both of these methods, we would not

recagnize praject profits until project completion, but would recognize
a project loss as soon as the loss became evident. If we are unable to
continue to use the percentage-of-completion method of aceounting,

our current earnings may be materially adversely impacted. ‘

vYeaw

Project Accounting — Revenue Recognition on Variation Orders

and Claims

A maijor portion of our revenue is billed under fixad-price contracts.

Due to the nature of tha services performed, variation orders and claims
are commonly billed to clients in the normal ceurse of business and are
recognized as contract revenue where recavery is probable and can

be reasonably estimated. In situations where a variation order has been
agreed as to scape bul not price, the amount recognized as revenua is
limited to the costs incurred unless realization of any excess above

that amount is assured beyond a reasonable doubt. In addition, some
contracts contain incentive provisions based on performance in relation
10 established targets, which are recognized in the contract estimates  + ___ _|
when the targets are achieved.

As at November 30, 2006 and November 30, 2005 no revenue relating
to unagreed claims or disputed receivables was inctuded in reported
revenue or receivables that has not been subsequently collected in full,

Long-lived Tangible Assets and Other Intangible Assets

This subject is included under 'Critical Accounting Policies’ due to the
qualitative factors involved in determining fair values and preparing
cash flow projections for assets with impairment issues and because
of tha large net book value of such assets.

Long-lived tangible assets are recorded at cost, and depreciation is
recorded on a straight-line basis over the useful lives of the assets,
except for ships, which are considered to have a residual value of
10% of the acquisition cost. Management uses its experience 10
estimate the remaining useful life of an asset, particularly when it
has been upgraded.

In accordance with SFAS No. 144 ‘Accounting for the Impairment or
Disposal of Long-lived Assets’, long-lived tangible assets, and other
intangible assets subject to amortization, are required to be reviewed
for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. In
performing the review for recoverahility, we estimate the future cash
flows expected to result from the use of the asset and its eventual
disposal. if the undiscounted future cash flow is less than the carrying
amount of the asset, the asset is deemed impaired. The amount of the
impairment is measured as the difference between the carrying value
and the fair value of the asset. The fair value is determined either
through the use of an external valuation, or by means of an analysis
of future cash flows on the basis of expected utilization and daily
charge-out rates. Where cash flow forecasts are used, any impairment
charge is measured by comparing the carrying value of the asset
against the net present value of future cash flows, discounted using
our weighted average cost of capital.

Managemant's judgment is required to determine the appropriate
business assumptions to be used in forecasting future cash flows.
When we record an impairment charge, this creates a new cost base
for the assets that have been impaired. We have discussed specific
impairment charges recorded in ‘Consolidated Results - Impairment
of Long-lived Tangible Assets'.
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(continued)

In addition, management's judgment is required in applying the
criteria tor classifying assets held for sale as specified in paragraph
30 of SFAS No. 144. In particular, management is required to assess
whether or not it is probable that the sale will be completed within one
year, by carefully evaluating the status of negotiaticns with potential
purchasers of each business and asset. Assets held for sale are
valued at the lower of carrying amount and fair value, less the cost

to sell. Where fair vatue less costs to sell is lower than the cost, we
racord an impairment charge for the difference.

Impairment of Inveatments in and Advances to Non-consolidated
Jolint Ventures

We review our investments in non-consolidated joint ventures
periodically tc assess whether there is an other than temporary
decline in the carrying value of the investment. We consider, among
other things, whether or not we are able to recover the carrying value
of the investiment and whether or not the investee’s ability to sustain
an earnings capacity would justify the carrying value of the
investment, A provision is made against nen-collactibility of 1oans
and advances made to non-consolidated joint ventures when it is
probable that we will be unable to collect all amounts due according
to the contractual terms of the agreement under SFAS No. 114
‘Accounting by Creditors for Impairment of a Loan’.

During fiscal year 2004 we made short-term cash advances to NKT
Flexibles totaling $5.7 million, against which a full provision for
doubtful recovery was recorded. This provision was recorded as at
November 30, 2004 as we did not believe it was probable that we
would be able to collect the full amount of these advances. In fiscal
year 2005, this provision was released on the basis of an improved
forecast of future cash flows of NKT Flexibles, which indicated that
advances made to NKT Flexibles would be repaid in full, All loans
have been repaid in full during fiscal year 2006.

Recognition of Provisions for Contingencies

We, in the ordinary course of business, are subject to various

claims, suits and complaints involving, among other things, clients,
subcontractors, employees, and tax authorities. Management, in
consultation with internal and external advisers, will provide for a
contingent loss in the financial statements, if information availatle
prior to issuance of the financial statements indicates that it is
probable that a liability has been incurred at the date of the financial
statements, and the amount of the loss can be reascnably estimated.
In accordance with SFAS No. 5 'Accounting for Contingencies’, as
interpreted by Financial Accounting Standards Board Interpretation
No. 14 ‘Reasonable Estimation of the Amount of a Loss’, if we have
determined that the reasonable estimate of the loss is a range and
that there is no best estimate within the range, we wilt provide for the
lower amount of the range. The provision is subject to uncertainty and
no assurance can be given that the amount provided in the financial
statemnents is the amount that will be ultimately settled. If the provision
proves not to be sufficient, our results may be adversely atfacted.
The notable legal claims made against us are discussed in Note 25
‘Commitments and Contingencies’ to the Consolidated Financial
Statements and are summarized in ‘Legal, Regulatory and Insurance
Matters’ below.

Woe also provida for warranty costs arising in relation to our long-term
contracts if they qualify for recognition in accordance with SFAS No.
5, as detailed above. At the conclusion of each project, an
assessment is made of the areas whare potantial claims may arise
under the contract warranty clauses. Where a specitic risk is identified
and the potential for a claim is assessed as probable, an appropriate

42 ACERGY ANNUAL REPORT AND ACCOUNTS 2006

warranty provision is recorded. This judgment requires a high level of
experience. Warranty provisions are sliminated at the end of the
warranty period except where warranty claims are still outstanding.
There ware no significant warranty provisions recorded as at
November 30, 2006,

Income Taxes

We account for income taxes in accordance with SFAS No.109
‘Accounting for incame Taxes'. This standard requires that deferred
tax assets and liabilities be recognized, based on the differences
between the financial reporting and tax basis of assets and liabilities
and measured by applying enacted 1ax rates and laws to taxable
years in which such differences are expected to reverse, We
determinge deferred tax assets for each tax-paying entity or group of
entities that are consclidated for tax purposes. A valuation allowance
is established to reduce the deferred tax assets to the amount that we
believe, based upon all available evidence, is more likely than not to
be realized. In determining the valuation allowance, the management
considers forecasts of future taxable income, the future reversals of
existing temporary taxable differences and whether future tax benefits
carried forward in tax returns will ultimately be permitted as tax
deductible by the retevant taxing authority. Uttimately we need to
generate taxabla incoms in the jurisdiction where we have deferred
tax assets. As the estimates and judgments include some degree of
uncertainty, changes in the assumptions could require management
to adjust valuation allowances.

We operate in many countries and are therefore subject to the
jurisdiction of numerous tax authorities, as well as cross-border tax
treaties concluded betwesn governments. Our operations in these
countries are laxed on different bases: net profit, deemed profit
(generally based on the turnover) and withholding taxes based on
turnover. Wea determine our tax provision based on our interpretation
of enacted tax laws and existing practices, and use assumptions
regarding the tax deductibility of items and the recognition of revenue.
Changes in these assumptions could have an impact on the amount
of income taxes that we provide for in any given year.

In the normal course of our business our tax filings become subject to
enquiry and audit by the tax authorities in jurisdictions where we have
operations. The enquiries may result in additional tax assessments,
which we aim to resolve through an administrative process with tax
authorities and failing that through a judicial process. Forecasting the
ultimate outcome includes some uncertainty.

Maragement has established internal procedures to regularly review
the status of disputed tax assessments and utilizes such information
to determine the range of likely outcomes and establish 1ax provisions
for the most probabla outcome. Notwithstanding this, the possibility
exists that the amounts of taxes finally agreed could differ from that
which has been accrued. In addition we have, under the guidance in
SFAS No. 5 ‘Accounting for Contingencies’ provided for taxes in
situations where tax assessments have not been received, but where
it is probable that the tax ultimately payable will be in excess of that
filed in 1ax returns, Such instances can arise where the auditors or
representatives of the local tax authorities disagree with our
interpretation of the applicatle taxation law and practice.

Accounting for Dorlvatives

We designate foreign exchange derivative instruments as

hedging instruments under SFAS No. 133 in procedurally defined
circumstances where we both qualify for hedge accounting and
where the potential benefits of application of hedge accounting are
believed to outweigh the related compliance cost. The use of cash




flow hedge accounting under this standard requires gains and losses
resulting from changes in the market value of derivative contracts to
be deferred in our financial accounts until such time as the underlying
hedged transaction affects earnings. It also requires management to
ensure that adequate documentation is in place at the inception of the
hedging relationship to support its treatment as an effective hedge for
an underlying business transaction. The judgment of management is
raquired to estimate the fair value of instruments that have no guoted
market prices, and to forecast the probable date and value of the
underlying hedged transaction,

Certain forward currency contracts entered into during fiscal year
2006 have been designated as accounting hedges in accordance
with SFAS No. 133, The impact of hedge accounting for such
instruments is detailed in Note 26 to the Consolidated Financiat
Statements. During fiscal year 2005, as a consequence of the
termination of certain service agreements with our former parent
comparty SNSA, we contracted forward currency contracts through
ane of our own subsidiaries. Because of our then legal structurs,
we concluded that these transactions could not be designated as
accounting hedges in accordance with SFAS No. 133 and accounted
for the effect of mark-to-market valuations through cur income
statement rather than deferring them.

Employee Stock Plans

We adopled SFAS No. 123(R), 'Share-Based Payments’ from the
required effective date of December 1, 2005 using the modified
prospective application method to account for our stock options.
This replaces the intrinsic value method prescribed in Accounting
Principles Board Opinion No. 25 ‘Accounting for Stock Issued to
Employees’ {'APB No. 25').

SFAS No. 123(R) requires compensation expense, based on the fair
value of an award at the date of grant, to be recognized over the
requisite service period of an award. The graded vesting attribution
method has been selacted in order to allocate compensation expense
between the fiscal years in the manner which raflects the vesting
schedule of the share options. We continua to recognize compensation
expense for options with perfarmance conditions if achievement of
those conditicns becomes probatle. We use the Black-Scholes
valuation method to detarmine tha fair value of our share options at the
date of grant. The assumptions used in this calculation are reviewed
periodically. The expected life of an option is determined by taking into
consideration the vesting period of options and the observed historical
pattern of share option exercises, The expected volatility over the
expected term of the option is estimated from our historical volatility.
The expected dividend yield assumpticn is $nil as we have not
previously paid a dividend nor had a dividend been declared at the time
of share option grants. The total compensation expense in relation to
non-vested awards not yet recognized was $12.6 million and was
expectad to be recognized over a weighted average period of 3.4 years.
There have been no modifications of share options or one-time effects
on adoption of this standard.

Prior to the adoption of SFAS No. 123(R) we accounted tor our
stock options using the intrinsic-value method prescribed in APB
No. 25 where compensation costs were measured as the excess,

if any, of tha quoted market price of our stock at the measurement
date over the option exercise price, Compensation cost was charged
to operations over the vesting period using the graded vesting
attribution method. For plans where the measurement date occurred
after the grant date, referred to as variable plans, compensation cost
was, prior to December 1, 2005, remeasured on the basis of the

current market value of our stock at the end of each reporting

period, As required by SFAS No. 123 "Accounting for Stock-Based
Compensation’ {'SFAS No. 123'}, we have included in Note 2 to the
Consolidated Financiat Statemants the required pro forma disclosures
using the fair-value method of accounting.

As explained under ‘Selling, General and Administrative ('SG&A')
Expenses’ below, in fiscal year 2004 we established the Senior
Management Incentive Plan ('SMIP"), to secure the sarvices of certain
senior axecutives through to the first quarter of fiscal year 2007. This
plan which is accounted for under SFAS No. 123(R) for fiscal ysar
2006 and for fiscal years 2005 and 2004 as a variable plan as defined
in APB No.25, provides for deferred compensation as a combination
of cash and performance-based share options, linked to the
attainment of a number of strategic and financial objectives for each
of the fiscal years 2004, 2005 and 2008. The objectives fixed in the
plan, and agread by the Compensation Committee of our Board of
Directors, include targets for net profit, management team retention,
bonding lines, internal controls over accounting and audit, business
growth and restructuring.

We have accrued for the proportion of compensation expense
relating to the service period completed to date. Total expected
compensation for the three-year plan was calculated taking into
account the probability of the performance canditions being mat
over the period of tha plan. Management's judgment is required
to determine these probabilities.

Factors Affecting Cur Business Segment Results
Buslness Environment

The market for our services depends upon the success of exploration
and the level of investment in offshore exploration and production by
the major oil companies. Such investment is cyclical in nature.
Following a period of increasing oil prices in recent years, there has
been a prograssive increase in investment in offshore exploration and
production by the major oil companies and we expect to see a
continued expansion of demand in fiscal year 2007 for our services.
This trend is evident in the higher number of invitations to tender
received by us, as well as the increasing level of our order backlog.

Seasonality

A significant portion of cur revenue is generated from work perfermed
in the North Sea. Adverse weather conditions during the winter
months in this region usually result in low levels of activity, although
this is less apparent than in the past due to technological advances.
Further, around offshore West Alfrica, where we also generate a
significant portion of our revenue, optimal weather conditions exist
from Qclober to April, and mast offshore operations are scheduled
for that period. Therefore full-year results are not likely to be a diract
multiple of any particular quarter or combination of quarters.
Additionally, during certain periods of the year, we may be affected
by delays caused by adverss weather conditions such as hurricanes
or tropical storms. During periods of cuntailed activity due to adverse
weather conditions, we continus to incur operating expenses, but our
revenues from operations are only recognized in line with the
percentage-of-completion method.

In tiscal year 2005, some flooding and wind damage was caused
to our onshore facilities in the vicinity of New Orleans, Louisiana,
by hurricanes Rita and Katrina, but we promptly rectified this and
submitted claims for reimbursement from our insurers, which we
raceived in the first quarter of fiscal year 2008.
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Ship Utilizatlon

Cur results are materially affected by our ability to optimize the
utilization of our ships in arder to earn revenues. The following

table sets forth the average ship utilization by year for our fleet of
dynamically positioned deepwater and heavy construction ships,
light construction and survey ships, and trunkline barges and anchor
ships. The utilization rate is calculated by dividing the total number of
days for which the ships were engaged in project-related wark by
350 days annually, expressed as a percentage. The remaining 15
days are attributable to routine maintenance.

Utilization Rate

{excluding discontinued cperations) 2008 2005 2004
For the year ended November 30 % % %
Deepwater and heavy

canstruction ships B89 79 8¢
Light censtruction and

survey ships 90 86 8g
Trunkline barges and

anchor ships 73 63 55

Ship utilization in fiscal year 2006 increased due to the high level of
in-hand backlog at the end of fiscal year 2005 and to the project
escalations executed throughout the fiscal year 2006.

Within the deepwater and heavy construction ships' category,
utilization was high in fiscal year 2006 compared 1o fiscal year 2005
attributable partly to Acergy Condor and Acergy Harrier, working on
the Petrobras contracts, located in South America and Acergy Falcon
and Acergy Discovery experiencing 1ess idle periods. A minor
increase in utilization was also observed on other ships including the
new Polar Queen. This overall increase was offset by a minor
decrease in the utilization of the Acergy Polaris which had a major refit
program and installation of the J-Lay tower in the latter part of fiscal
year 2006,

Utilization of light construction and survey ships increased slightly in
fiscal year 2006 compared to fiscal year 2005, mainly due to improved
utilization of the Acergy Legend.

Underutilization of trunkline barges and anchor ships can have a
significant impact on aur results, in view of the high fixed costs
associated with the Jargest frunkline barge, the Acergy Piper. During
fiscal year 2006, overall utilization within this category of ships
increased mainly due to high utilization of cargo barges, supporting
the trunkline and heavy construction ships in West Africa, offset by
Acergy Piper which was utilized on the Statoil Langeled project for
185 days of work in fiscal year 2006 compared 1o 219 days in fiscal
year 2005,

For fiscal year 2007, we believe that deepwater and heavy
construction ships together with light construction and survey ships
will continue to experience high levels of utilization, including the new
additions to our fleet Acergy Viking, Toisa Proteus, Sapura 3000 and
Pertinacia offset by a decrease in the utilization of cargo barges.

Ship Scheduling

Qur performance can be adversely affected by conflicts in the
scheduled utilization of our key ships and barges. These can be
caused by delays in releasing ships from projects due to additional
client requirements, overruns and breakdowns. Conllicts can also
arise from commercial decisions concerning the utilization of assets
after work has been tendered and contracted for. The requirement to
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substitute ships or barges can adversely affact the results of the
projects concerned.

Maintonance and Reliability of Assets

The successful execution of contracts requires a high degree of
reliability of our ships, barges and equipment. Breakdowns not anly
add to the costs of executing a project, but they can also delay the
completion of subseguent contracts which are scheduled 1o utilize the
same assets. We oparate a scheduled maintenance program in order
to keep all assets in good working order, but despite this breakdowns
can Qceur.

Revislons of Estimates on Major Projects

During the course of major projects, adjustments to the original
estimates of the tolal contract revenue, total contract cost, or extent
of progress toward completion, are often required as the work
progresses under the contract, and as experience is gained, even
though in cenain cases the scope of work required under the contract
may not change. Where a change of scope is requirad, variation
orders are negotiated with the client. However, tinal agreement and
setttement are often not achieved unitil late in the project. As
discussed in Note 2 to the Consolidated Financiat Statements
‘Accounting Policies - Revenue Recognition’, these revisions to
estimates will not result in restating amaunts in previous periods,
as they are continuous and characteristic of the process.

We revise our estimates monthly on the basis of project status
reports, which include an updated forecast of the cost to complete
each project. Additional information that enhances and refines the
estimation process is often obtained after the balance sheet date but
befare the issuance of the financial statements. Such information will
be reflected in the financial statements, unless the events occurring
after the balance sheet date are outside the normal exposure and risk
aspects of the contract.

The impact of revisions of project estimates at the gross profit lavel in
fiscal years 2006, 2005 and 2004 was as follows:

For the fiscal year ended November 30 2006 2005 2004
{in millions}) ] 5 ]
Corttinuing Operations 74.2 60.3 43.8
Discontinued Operations {18.7) (15.4) {27.7)
Total 55.5 44.9 16.1

There were improvements on a large number of projects, which were
partially offset by negative revisions to estimates in connection with
other major projects. The most significant revisions were as follows:

Continuing Operations

+ $29.8 million of improvemeants were reported in fiscal year 2008
on the $265 millien lump surm SURF project (the 'Erha’ project)
offshore Nigeria (Acergy Africa and Mediterranean) to be exacuted
for ExxonMobil Nigeria ('EEPNL"). The favorable revisions were
primarily dus to the settlement of variation orders and the release
of cantingencies at the end of a successful offshore completion. In
fiscal year 2005 we recorded a $1.6 million negative revision 1o the
estimated costs on this project compared to a positive impact of
$0.6 million in fiscal year 2004. The project was 35% complete as at
November 30, 2004, 54% complete as at November 30, 2005 and
98% complete as at November 30, 2006.




« $17.8 million of {avorable revisions were recorded in fiscal
year 2006 on the $254 million lump sum Trunkline project (the
‘Langeled’ project) offshare Norway and United Kingdom {Acergy
Northern Europe and Canada} for Statoil. The improvements were
mainly recarded in the second and third quarters of fiscal year 2006
and related to a successiul and timely execution of the project.
Acergy Piper experisnced a significant improvement in the
efficiency of laying pipes based on the experience gained during
operations in fiscal year 2005, As at November 30, 2005 the project
was 57% complete and as at November 30, 2006 the project was
99% complete.

$10.7 millien of improvements were reported during the fourth
quarter of fiscal year 2006 on the $219 million lump sum
Conventional project (the 'EPC2B’ project) otfshore Nigeria
(Acergy Africa and Mediterranean) for EEPNL. The positive
revisions mainly related to settlement of variation orders and
scope increases related to hook-up and commissioning work.
The project was 28% complete as at November 30, 2005 and 81%
complete as at November 30, 2006.

+ §7.2 million of improvements were recorded during the second
quarter of fiscal year 2006 on the $30C million lump sum SURF
projects (the ‘Norne Satellites’ project) offshore Norway (Acergy
MNorthern Eurcpe and Canada) for Statoil. The favorable revisions
were primarily due to settlement of an insurance claim related to
damage on a production riser system that occurred in the second
quarier of tiscal year 2005. We also reported positive revisions of
$1.1 mitlion in fiscal year 2005 on this project. The project was
18% complete as at November 30, 2004, 95% complets as at
November 30, 2005 and 100% complete as at Navember 30, 2006,

$6.7 million of positive revisions were reported during fiscal year
2006 on the $154 miflion lump sum Conventiona! project (the
‘Amenam II' project) offshore Nigeria (Acergy Africa and
Mediterranean) for Total Nigeria/Elf Petroleum Nigeria Ltd. The
improvements were recorded in the second and third quarters of
fiscal year 2006 reflecting the ssttlement of variation orders and
release of contingencies. We also reported favorable revisions on
this projact in fiseal year 2005 of $1.6 million. The project was 31%
complete as at November 30, 2004, 3% complets as at November
30, 2005 and 99% complete as at November 30, 2006,

$11.3 miltion of negative revisions were reported in fiscal year 2006
on the $558 million lump sum SURF project {the ‘Greater Plutonio’
project) offshore Angola {Acergy Africa and Mediterranean} for BP
Angola B.V. The negative revisions were primarily due to the
revised offshore operational expenses related to ship days and the
increasad manufacturing costs of the riser tower. The project was
25% complete as at November 30, 2005 and 52% complete as at
November 30, 2006.

$9.4 million of negative revisions were recorded during fiscal year
2006 on the $121 million lump sum SURF project (the 'Britannia
Satellites’ project) offshera United Kingdom {Acergy Northern
Europe and Canada) for ConocoPhillips (UK) Ltd. The losses were
primarily reported in the second and fourth quarters of fiscal year
2006 caused by the increased cost of trenching operations. As at
November 30, 2005 the project was 25% complete and as at
Novamber 30, 2006 the project was 91% complete.

Discontinued QOperations
= $17.1 million of losses wers recorded during fiscal year 2006 on
the $50.0 million tump sum Conventionat project offshore Trinidad

.
and Tobago {Acergy North America and Mexico) for National Gas '
Company (the ‘NGC-Bud' project) within our discontinued
operations. The downgrade was caused by a major breakdown | .
on a third party vessel during the third guarter of fiscal year 2006, j
hired to complete this project. Adverse weather conditions further '
impacted the project causing delays in meeting the scheduled
commitments. In the fourth quarter of fiscal year 2006 further losses
were recorded due to the termination of the project negotiated

with the client. The project also experienced similar operational
problems in fiscal year 2005 incurring $16.3 million of losses.

The project was 18% complete as at November 30, 2004, 88%
complete as at November 30, 2005 and 91% complete as at
November 30, 2006.

To minimize the potential for future negative revisions we utilize

the estimating, tendering and contracting procedures which we !
established in fiscal year 2004 to reduce the amount of unanticipated "—-—
costs and improve our ability to recover costs from our clients.

Selectivity is exercised in choesing which tenders to respond to, and

a thorough analysis is prepared of the commercial and operational

risks as well as a detailed tender budget to facilitate the decision

whether to tender. Careful consideration is given to vessel schedule

conflicts and to the current backtog to ensure we have sufficient

resources to perform our obligations.

When a farget project is identified by our regional marketing staff,
the decision to prepare and submit a competitive bid is taken by our
managemant in accordance with delegated authority limits, We
prepare cost estimates on the basis of a detailed standard costing
manual, and the selling price and contract terms are based on our
minimum commercial standards and market conditions.

Asgets Held for Sale
The following asset was held for sale as at November 30, 2006:

¢ J-Lay tower, in Acargy Africa and Mediterranean, which is expected
to be sold to our joint venture, SapuraAcergy, as part of the
shareholders' agreement, for proceeds of $18.0 millicn. The sale is
expected to be completed in the first half of fiscal year 2007.

Exchange Rates

We report our financial results in US dollars. We have foreign

currency denominated revenues, expenses, assets and liabilities. As a
consequence, movements in exchange rates can affect our profitability,
the comparability of our results between pericds and the camying value
of our assets and liabilities. Our major foreign currency exposures are to
the Euro, British pound sterling and Norwegian krone.

When we incur expenses that are not denominated in the same
currency as the related revenues, foreign exchange rate fluciuations
can adversely affect our profitability. The majority of our net operating
expeanses are denominated in the functional currency of our individual
operating subsidiaries. The US dollar is the functional currency of the
most significant subsidiaries in Acergy North America and Mexico and
Acergy South America and Acergy Asia and Middle East. In Acergy
Alrica and Mediterranean, the functional currencies primarily are the
Euro and US dollar. In Acergy Northern Europe and Canada, the
functional currencies are Nerwegian krone, US dollar and the British
pound sterling. Our exposure to currency rate fluctuations results
from our net investments in oreign subsidiaries, primarily in the
United Kingdom, Norway, France and Brazil, and from our share of
the local currercy eamings in our operations in Acergy Africa and
Maditerranean and Acergy Northern Europe and Canada. We are also
exposed to fluctuations in several other currencies resulting irom
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operating expenditures and significant one-off non-project related
transactions such as capital expenditures. With the exception of
Acargy Africa and Mediterranean, and to a lesser extent Acergy
Northern Europe and Canada, our operating expenses are generally
denominated in the same currency as associated revenues, thereby
mitigating the impact of exchange rate movements on operating
income. Where revenues are in different currencies from the related
expenditures, gur policy is to use derivative instruments to hedge the
significant net external foreign exchange exposure.

In addition, even where revenues and expenses are maiched, we

must translate non-US dollar denominated results of operations,

assets and liabilities to US dollars to prepare our Consolidated Financial
Statements. To do so, balance sheet items are translated into US
dollars using the relevant exchange rate at the fiscal year-end for assets
and liabilities, and income statermant and cash flow itemms are translatad
using exchange rates which approximate the average exchange rate
during the relevant period. Consequently, increases and decreases in
the value of the US dollar versus other currencies will have an effect on
our reported Consolidated Statements of Operations and the value of
assets and liabilities in the Consolidated Balance Sheats even if our
results of operations or the value of those assets and liabilities have

not changed in their local functional currency,

The main foreign exchange exposure economically hedged during
fiscal year 2006 was capital expenditure in Acergy Northern Europe
and Capada and Acergy South America which have been designated
as cash flow hedges. A gain of $4.0 million (net of 1ax provision of
$0.8 million) has been recorded in Accumulated Cther
Comprehansive Incoms ('OCI') and will be released to the
Consclidated Statements of Operations when the hedged transaction
aftects earnings.
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The main foreign exchange exposure hadged during fiscal year 2005
was the leve! of Euro overhead costs and project costs in Acergy
Africa and Mediterranean in excess of expected Euro revenues. These
hedges were not designated as accounting hedges under SFAS No.
133, and the non-cash impact of their fair value treatment had the
effect of reducing income by $19.8 million in fiscal year 2005,

An unrealized gain of $0.4 million has been recognized during fiscal
year 2006 for the change in fair value of fiscal year 2005 hedges that
are still outstanding as at November 30, 2006. The hedges that have
matured during fiscal year 2008, which together with additional
hedges placed and matured during fiscal year 2006, resulted in a
realized gain of $5.3 million.

Impairment Charges

We recognized aggregate impairment charges of $2.1 million in fiscat
year 2006 in respect of our long-lived tangible assets. As discussed in
'‘Consolidated Results — Impairment of Long-lived Tangible Assets’
below, the charges in fiscal years 2005 and 2004 were $7.1 million
and $9.4 millien, respectively.




Our Busingss Segmeni Resuits

Qur operations are managed through five geographic segments as well as the Acergy Corporate segment, through which we manage our
activities that serve mora than one segment, as described below. Our chief operating decision maker is the Chief Executive Officer of Acergy
S.A. He is assisted by the Chief Operating Officer and for each segment he is supported by a Vice President who is responsible for managing
all aspects of the projects within the segment, from initial tender to completion. Each segment is accountable for income and losses for such
projects. Each segment may provide support 1o other segments. Our segments are based on the geographic distribution of our activities. Our
business is based on the following service capabilities which we have adopted: Subsea, Risers, Umbilicals and Flowlines ('SURF');
Ceonventional; Inspection, Maintenance and Repair ('\MR'); Survey; and Trunklines which are described in Note 20 to the Consolidated
Financial Stataments,

Acergy Africa and Mediterranean

For the fiscal year ended November 30 2006 2005 2004
{in millions} $ % $ % $ %
Net operating ravenue from continuing operations 1,045.5 49.2% 7141 481%W 536.0  4B.7%"
Operating expensas from continuing operations 8525 493%™ 582.9  47.6%"™ 461.8  48.3%M
Income before income taxes from continuing operations 133.9 49.4 27.0

(a) Segment net opsrating revenue as a percentage of total net operating revenue from continuing operations.

(b} Segment operating expenses a3 a parcentage of tatal cperating expenses from continuing operations.

This segment comprises all activities within Africa and the Mediterranean region. It operates fabrication yards in Nigeria and Angola and
manages project specific joint ventures such as Mar Profunda Girassol (MPG'), now completed, and the Dalia Floating Production and Storage
Offloading ('FPSQ') facility. Its main offices are based in Suresnes, France,

| In line with our strategy to focus our business on developing globally our deepwater SURF capabilities with IMR and Conventional services ona
more regionalized basis, we sold on November 24, 2006 our non-core shallow water diving business Stolt Comex Seaway Nigeria Limited and
two vessels American Pride and American Independence tc Hydrodive Nigeria Limited for cash proceeds of $5.5 million.

Net Operating Revenue from continuing operations

For tiscal year 2006 Acergy Africa and Mediterranean's net operating revenue of $1,045.5 million was 49.2% of our total net operating revenue
and an improvement of $331.4 million, or 46.4% compared to $714.1 million in fiscal year 2005, This was driven by an increase in SURF projects
and our successiul and timely executions of projects Erha and EPC28 in Nigeria to cur clients’ satisfaction. SURF projects, such as Erha,
Greater Plutonio and Moho Bilondo, contributed $802.4 million and Conventional projects such as Amenam Il and EPC2B, generated $246.3
millien of net operating revenue in fiscal year 2008. Projects conducted by our Sonamet/Sonacergy joint venture in which we have 55% interast,
raported $106.4 million of net operaling revenue, an increase of $38.5 million compared to $67.9 million in fiscal year 2005 primarily due to a
rise in market demand for fabrication.

Net operating revenue in fiscal year 2005 of $714.1 million was 48.1% of our total net operating revenue from continuing operations and an
increase of $178.1 million compared to $536.0 million in fiscal year 2004, reflecting the steady strengthening of demand fer Conventional and
SURF service capabilities, Two SURF projects, Greater Plutonio and Erha, generated more than $293 millicn of the segment’s net operating
revenue, Conventional projects such as Amenam |, Benguela Belize and EPC2B accounted for $264.0 million of net operating revenue. In
addition our Sonamet/Sonacergy joint venture projects represented $67.9 million of the net operating revenue, reflecting the first full year of
consclidation after adoption of FIN 46R from May 31, 2004,

Opaerating Expenses from conltinuing operations

This segment's operating expenses in fiscal year 2006 were $852.5 million as compared to $592.9 million in fiscal year 2005 representing

49,3% of our total net operating expenses from continuing operations. The increase of $259.6 million was primarily due 10 the increase in project
activity discussed above and to the increase in steel and other commodities prices last year.

Acergy Africa and Mediterranean’s operating expenses in fiscal year 2005 were $592.8 million, an increase of $131.3 million compared to
$461.6 millicn in fiscal year 2004, The increase was in line with the increased net operating revenus, and related to expenses incurred on the
large projects mentioned in the above discussion of fiscal year 2005 revenues, all of which reported positive margins.

fncome before income taxes from continuing operations

The segment's income before income taxes in fiscal year 2006 of $133.9 million mora than doubled compared to fiscal year 2005 reflecting the
high levels of activity experienced and good performance on EPC2B, Erha and Amenam I, which more than offset the detericration in the
results of Greater Plutonio. Additicnally it alsc reflected the improved contract management procedures we implemented in fiscal year 2005,

In fiscal year 2008, Acergy Africa and Mediterranean reported income before income taxes from continuing operations of $49.4 million as
compared to $27.0 miltion in fiscal year 2004. This improvement was mainly due 1o the prcfitable performance of a growing volume of projects.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

{continued)

The following table sets forth the most significant projects in the Acergy Africa and Mediterranean sagment

Project Name

Dascription

Lump Sum Conventional Projects:

Amenam i N
Bengusla Belize

Sanha Bomboco

_ Project oﬁshore ngena axecuted durmg 2004 10 2006 for Total N NugerlajEIf Petroleum 1 Nigeria | Ltd

Project offshore Angola, executed during 2003 to 2006 for Chevron Texaco Overseas Petroleum
(‘Chevren Texaco’).

Prolect oﬁ'shore N:gerla to Be executed dunng 2005 to 200? 7 for EEPNL.

Offshore gas gathering system project offshore Nigeria, exscuted during 2002 to 2004 for Shell Petroleum
Development Company of Nigeria Limited {'SPCC'}, acting on behalf of itself and partners, including the

__Nigerian National Oit Company.

Project offshore Angola, executed during 2002 1o 2004 for ChevronTexaco led by Cabinda Gult Oil Company
(CABGOC).

Yokri

Project offshore Nigeria, executed during 2001 to 2004 jointly with a local partner for SPDC, acting on behalf
of itself and partners, including the Nigerian National Oil Company.

Lump Sum SURF Projects:

Bonga
Erha
Greater Plutonio

Moho Bl?ondo

Kizomba C Mondo /
Kizomba C Saxi Batuque

_ Project offshore Nigeria, executed during 2002 to 2006 for EEPNL.

Project offshore Nigeria, executed during 2001 to 2004 for Shell Nigeria.

Project to be executed during 2004 ta 2007 for BP Angola Bv{( BP’ ) This pro;ect involves the ¢ englneerang.
pracurement, fabrication, and instaltation of umbilicals, risers and flowiines for the development of Block 18
__offshore Angola. o

Pro1ect oftshore Congo to be executed during 2005 1 2008 ror Total / Elf Petroleum Congo Ltd.

Project offshare Angola, to be executed during 2006 to 2004 ior ExxanMobil.

Tombua Landana
Sonamet/Sonacergy
Projects

_ Project oftshore Angola, to | be ‘executed during 2006 to 2009 2000 for Chevron Texaco

Porﬂ‘ollo of shallow water and deepwaler fabrlcatlon projects performed on the fabrlcatlon IEEIlty in Loblto
Angola on behalf of the Group and other external clients.
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(s} Segmeni net operating revenus as a parcentage of total net cperating revenue from continuing eperations.

r— ]

Acergy Northern Europe and Canada i = l

For the tiscal yoar anded November 30 2008 2005 2004 | o ‘
{in millions} $ % 5 % s % | g

Net operating revenue from continuing operations 827.2  38.9%W" 579.0  39.0%%® 3417 31.1%W ! \

Operating expenses from continuing operations 673.4 3B.9%"™ 486.7  39.1%™ 276.0 289%™ ;

incoma befora incorna taxes from continuing operations 122.5 §7.0 461 [

f

|

t

(b} Segment aperating expenses as a percentage of total cperating expenses from continuing eperations.

This segment includes all activities in Northern Europe, Eastern Canada and Azerbaijan and manages the Acergy/Subsea 7 joint venture
operations. Its offices are based in Aberdeen, United Kingdom ('UK'); Stavanger, Norway, and Moscow, Russia.

In fiscal year 2006 we signed a new lease agreement with DOFCON ASA for an eight year charter of the Skanai Acergy commencing in the
sacond quaner of fiscal year 2008 to work on SURF projects. Also in fiscal year 2006, we decided to move our Aberdeen offices in fiscal year
2008 10 a new site. We will be leasing our new offices and expect to spend approximately $7.6 million on fixtures and fittings.

in fiscal year 2005 we entered into an agreement with Eidesvik Shipping AS to charter a new build ship Acergy Viking for the IMR and Survey { ;
market, It is expected to join our fleet mid-2007 and commence working on Survey projects. Survey activities include support tor both external

clients and internal projects in the fields of canstruction support, pipeline inspection and seabed mapping using specialized Survey vessels and

Survey ROVs as further described in Note 20 to the Consolidated Financial Statements.

Net Operating Revenue from continuing operations

This segment's net operating revenue in fiscal year 2006 of $827.2 million accounted for 38.9% of our total net operating revenue from
continuing operations and increased by $248.2 million compared to fiscal year 2005 due 1o SURF activities which reported $524.3 million in
fiscal year 2008, an increase of $19.9 miliion as compared 1o $324.4 million in fiscal year 2005, generated from numerous projects such as
Britannia Satellites, CNR Frame Agreament, Dumbarton, Ormen Lange, Volve and Tarra Nova. Project Terra Nova is the first project we bave
exacuted off the coast of Canada. Additionally an imprevement in net operating revenue was also contributed to by the successful complstion of
the Trunkline project Langeled. The project was cemplseted ahead of schedule 1o the entire satisfaction of our client, Jaying a total 980 kilometers
of frunklines, using our vessel Acergy Piper. In fiscal year 2006 IMR activities for Norsk Hydro and BP, contributed $44.0 million of net operating
revenue and Survey activities executed for Statoil and BP, reported $45.8 million of net operating revenue.

Acergy Northern Eurcpe and Canada's net operating revenus increased by $237.3 millien to $579.0 miflion in fiscal year 2005 compared to
$341,7 million in 2004, In fiscal year 2005 the commencement of the large Langeled Trunkline project was the major driver of increased revenue,
SURF activities contributed $324.4 million in fiscal year 2005, compared to $219.0 million in fiscal year 2004. This improvement in revenue from
SURF projects reflected tha contributions made by several projects, including Forvie North, Norme Satellites, Britannia Satellites and Tors
Davelopment, In fiscal year 2005 IMR activities for Norsk Hydro and BP contributed $50.1 million of revenue, and Survey activities performed for
Statoil accounted far $23.9 million of revenue.

Operating Expanses from continuing operations

Operating expenses in fiscal year 2006 of $673.4 million represented 38.9% of our total operating expenses from continuing operations and
increased by $186.7 million compared to $486.7 million in fiscal year 2005 mainly attributable to the related increase in project activities and
cost of overruns and delays incurred on the Tyrihans Development, Britannia Satellites and Dumbarton projects.

Acergy Northern Europe and Canada's operating expenses in fiscal year 2005 increased by $210.7 million to $486.7 million compared to $276.0
million in fiscal year 2004, reflecting the high level of project activity resulting from the growth in demand for field development services. Some
delays and cost overruns occurred in the early stages of the Langeled project and we recerded provisions in respect of cost increases on the
Valdemar, Britannia Satellites and Forvie North projects.

income before income taxes from continuing operations

This segment’s income before income taxes in fiscal year 2006 was $122.5 million, an increase of $55.5 million compared to $87.0 million in
fiscal year 2005 driven by an increase in net operating revenua from the strong performance on projects such as Langeled and Norne Satellites
and an increase in our share of the net income from non-consolidated joint ventures which was partially offset by poor perfermance on projects
such as Tyrihans Development, Britannia Satellites and Dumbarton.

In fiscal year 2005, Acergy Northern Europe and Canada reported income before income taxes of $67.0 million as compared 1o $46.1 million in
fiscal year 2004. The increase was mainly due to overalt successful execution of the Valdemar and Forvie North projects together with
settlsment of variation arders on the Arthur project and insurance claims for which the costs ware recorded in prior periods.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

(continued)

The following table sets forth the most significant projects in the Acergy Northermn Europe and Canada segment

Projoct Narnn e Ducrlpliun o L o e
Lumpisllm SURF Projects: e L o
af\ﬁ_s_gﬂd_ol___ Project offshore Norway executed during 2004 and 2005 for Statoill. ) o o
Tors De_\felopme-r:t- T Eo]ect offshore United Klngdorn executed during 2005 for ATP Qil and Gas Corporauon

Britannia Satellites Project offshore United Kingdom, 1o be executed during 2005 to 2007 for ConocoPhillips (UK) Ltd (‘ConocoPhillips’}.
Clair B Project offshore United Kingdom, executed during 2004 for BP Exploration Operating Company Limited (gpPy.
Dumbarton * Project ofishore United Kingdom, 10 be executed during 2006 to 2007 for Maersk Olie og Gas A/S {Maersk).
Endeavour Project offshore United Kingdom, executed during 2003 and 2004 for BP, }

Forvia North Project offshore United Kingdom executed during 2005 and 2006 for Total. .
Valdemar Project offshore Denmark, executed during 2004 and 2005 for Masrsk. L
Arthur _ Project offshora United ngdom executed during 2004 for Mobil Nonh Sea Ltd o i
Norne Satellites Project offshore Norway, executed during 2005 for Statoil. o
Ormen lL.ange MEG Project offshore Norway, executed during 2004 to 2006 for Norsk Hydro Produkslon AS.

Pipelines

Volve Project offshare Norway, to be executed during 2005 to 2007 for Statoil.

Terra Nova Project offshore Canada, executed during 2006 for Petro Canada.

Lump Sum Trunkline Projects:
Eldfisk Project offshore Norway, to be executed during 2008 to 2007 for ConocoPhnIJps

Langered Project offshore Norway and United Kingdom, executed during 2004 1o 2006 for Statoil, This prolecl involved the
laying of more than 980 km of large diameter trunkline from the Ormen Lange field in the Norwegian sector of the
Morth Sea to the east coast of southarn United Kingdom.

Tyrihans Devalopment  Project ofishare Norway to be executed in 2007 for Statoil mainly utilizing lay-barge Acergy Piper.

Day Rate IMR Projects:
Draugen Project offshore Norway, executed during the period 1993 to 2004 for A/S Norske Shell,

SURF/IMR/Survey Project:
CNR Frama Agreement Project offshore United Kingdom, executed during 2006 for CNR.
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Acergy North America and Mexico - Continuing Operations

For the fisca! year ended November 30 2006 2005 2004
{in milliong) $ % $ % 3 %
Net operating revenue from continuing operations 38.0 1.8%* 49.1 3.3%" 28.3 2.6%
Operating expenses from continuing aperations 31.7 1.8% 48,5 3.9% 345 3.6%®
Income (loss) before income taxes from continuing operations 28 1.8} (4.5)

(8) Segment net aperatiag revenue as a percentage of 1otal net operating revenue from continuing operations.

(b} Segment operating expenses &3 B percentage of 10tal operating expenses from continuing operations.

This segment includes activities in the United States, Mexico, Central America and Western Canada and provides project management support
for major projects executed in South America. Its office is In Houston, Texas in the United States of America.

In fiscal year 2005 we mads a strategic dagcision to reorient Acergy North America and Mexico toward deepwater SURF work and scld our
Conventionat and shallow water IMR assets classified as discontinued operations to Cal Dive.

Net Operating Revenue from continuing operations

Net operating revanue was $38.0 miltion in fiscal year 20086, a decrease of $11.1 million as compared to fiscal year 2005 partly due to the
reassignment of ships that had been used on projects in fiscal year 2005 10 other projects in fiscal year 2006. The revenue generated primarily
related 10 the project Matterhorn utilizing the Acergy Hawk.

Acergy North America and Mexico's net operating revenue from continuing cperations in fiscal year 2005 increased by $20.8 miltion to $49.1
million compared to $28.3 million in fiscal year 2004. The increase was due to two projects performed by the Acergy Eagle and the Acergy
Falcon {J. Bellis Development, and a buay installation for Advanced Product Loading Limited, beth in the Gulf of Mexico offshore the US) as
part of their SURF work in the first quarter of fiscal year 2005.

Operating Expenses from continuing operations
Operating expenses for fiscal year 2006 were $31.7 million as compared to $48.5 million in fiscal year 2005. The decreased cosls reflected
the decreased net operating revenue generated by the sagment and the good performance of the Acergy Hawk on the Matterhorn project.

Acergy North America and Mexico's gperating expenses in fiscal year 2005 were $48.5 million, a $14.0 million increase compared to $34.5
million in fiscal year 2004. This was due to increased SURF activity by the Acergy Eagle and the Acergy Falcon, as described above.

Income (loss) befare income taxes from continuing operations

Thea segment’s incoma before income taxes was $2.8 million, compared to a loss before income taxes of $1.8 million in fiscal year 2005, In
addition to tha Mattarhorn project, it includes a portion of net income earned from project PRA-1 where project management services wera
provided to Acergy South America.

Acergy North America and Mexico's loss before income taxes was $1.8 million in fiscal year 2005, compared to losses before income taxes
of $4.5 million in fiscal year 2004,

The table below sets forth the most signiticant projects in the Acergy North America and Maxico segment:

Project Name Daacrl;ninn ’

Lump Sum SURF Projects:

Energy Bridge Project offshore the United States of America, executed during 2004 and 2005 for Advanced Product Loading Limited.
J. Bellis Development  Project offshore the United States of America, executed during 2005 for LLOG Exploration Offshore, Inc,

NCMA Project offshore Trinidad and Tobago, executed during 2005 and 2006 for British Gas.

Matterhorn Project offshore the United States of America, executed during 2006 for Total Fina EIf.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

{continued}

Acergy North Amerlca and Mexico - Discontinued Operations

For the fiscal year anded November 30 2008 2005 2004
{in millians) 3 3 $
Net operating ravenue from discontinued operations 66.8 222.6 142.3
Operating expenses from discontinued operations 79.6 205.8 174.2
Income (loss) before income taxes from discontinued operations 16.9 33.1 (39.8}

For this discussion, discontinued operations refates to work perfarmed by the Conventional and shallow water IMR assets sgld tc Cal Dive in
fiscal year 2005 and fiscal year 2006 or by assets subsequently contracted to finalize certain Conventional projects in Trinidad and Tobago that
were in progress at the date of the disposal,

On January 9, 2006 we completed the sale of the derrick lay-barge DLB 801 following the completion of the barge's prejects in Trinidad and
Tebago and on March 15, 2006 we completed the sale of the last remaining asset, the resl pipelay ship Seaway Kastre/, ta Cal Dive for total
cash proceeds of $80.4 million and a gain on disposal of $35.1 million. On October 31, 2005 we sold seven ships and the shore support bases
and equipment to Cal Dive for a total of $42.5 millien in cash, resulting in a gain of $27.1 million,

Net Operating Revenue from discontinued operations

The segment's net operating revenue from discontinued operations in fiscal year 2006 decreased by $156.0 millicn to $66.6 million compared to
$222.6 million in fiscal year 2005 dus to discontinued operations winding dawn towards a close. The revenue generated came from the two
rernaining projects Dolphin Deep and NGC-Bud and reflected the delays experienced in completion of these Conventional projects.

Acergy North America and Mexico's net operating revenus in fiscal year 2005 increased by $80.3 million 1o $222.6 million compared to $142.3
million in fiscal year 2004, The increase was due principally to the major Conventional projects executed in Trinidad and Tobago by the derrick
lay-barge DLB 801 and the reel pipelay ship Seaway Kestrel. Strong growth in IMR activities in the second half of fiscal year 2005 was also
recorded as a result of rapair wark for clients following hurricanes Rita and Katrina,

Operating Expenses from discontinued operations

The segment’s operating expenses from discontinued operations for fiscal year 2006 was $79.6 millicn, a decraase of $126.2 million as
compared 1o $205.8 million in fiscal year 2005, The decreass in costs was mainly driven by the reduced activity as reflected by the significant
decrease in net operating revenue from discontinued operations. Additionally, we incurred extra costs due to difficulties encountered on a third
party vessel while comgleting the work on projects Dolphin Deep and NGC-Bud.

Acergy North America and Mexico's operating expenses from discontinued operations in fisca! year 2005 were $205.8 million, a $31.8 million
increase compared 10 $174.2 million in fiscal year 2004. This was partly due to the OLE 8071 and the Seaway Kestrel continuing their work on the
Conventicnal projects begun in fiscal year 2004 in Trinidad and Tobago as well as an increase in IMR activities due to repair work as a result of
damage 1o offshore installations by hurricanes Rita and Katrina. The increase in operating expenses was also due to cost overruns and
liquidated damages on Conventional projects caused by technical problems with the DLB 807 originating in fiscal year 2004 and delays in
scheduled commitments caused by poor weather conditions.

income (loss} before income taxes from discontinued operations

The segment’s income before income taxes from discontinued operations of $16.9 million in fiscal year 2006 was a decrease of $16.2 million
as compared to $33.1 million in fiscal year 2005. Tha decrease was primarily attributable to the decreased activity and to the difficulties
encountered on completion of the Dolphin Deep and NGC-Bud projects as discussed above, only pantially oftset by the gain of $35.1 million
on the sale of the two vessels to Cal Dive being higher than the gain of $27.1 million in fiscal year 2005 discussed above.

Acergy North America and Mexico's income before income taxes was $33.1 million in fiscal year 2005, compared to a loss before income taxes
of $39.8 million in fiscal year 2004. The improvement was partly due to the gain of $27.1 million from the disposal of the segment's shallow
water operations to Cal Dive, together with the good margins generated by repair work in the wake of hurricanes Rita and Katrina in the third
and fourth quarters of fiscal year 2005,

The following tabte sets forth the most significant projects in discontinued operations in the Acergy Narth America and Mexico segment:

Project Name Doscription

Lump Sum Conventional Projects: N

Angostura Project offshore Trinidad and Tobago, executed during 2003 to 2005 for BHP Biltiton.

Dolphin Desp Project offshore Trinidad and Tobago, executed during 2004 to 2006 for BG International Limited.
NGC-Bud Project offshore Trinidad and Tobago, to be executed during 2004 to 2007 for Na@ion{aI’Ga‘sr Company.
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Acergy South America

Far the fiscal year ended November 30 2006 2005 2004
{in millions) ] % $ % 3 %
Net operating revenue from continuing operations 82.8 3.9% 50.2 3.4%% 55.0 5.0%"
Operating expenses from continuing operations 68.7 4.0%" 44.0 3.5%" 39.2 4.1%
Income {loss) before income taxes from continuing operations 4.5 (1.9) 1.3

{8} Segment nel uperating revenus as & parceniage of 10tal net eperating revenue from continuing operations.

[b) Segment aperanng expenses as a percentage of tolal opsraling expenses irom continuing operations.

This segment includes all activities in South America and the islands of the southern Atlantic Ocean and has its office in Rio de Janeiro, Brazif.
Its principal operating location is Macae, Brazil.

The vessel Pertinacia has bean refitted and is being transformed from a cable-laying vessel into a flexible pipe-laying vessel, Qn completion of
the convarsion work it is expacted to be available early 2007 to accommedate the leng-term charter signed with Petrobras.

Net Operating Revenue from continuing operations

This segment's net operating revenue for fiscal year 2006 of $82.6 million represented 3.9% of our total net operating revenus frem continuing

operations and was an increase of $32.4 million as compared to $50.2 million in fiscal year 2005 attributable partly to an increase in execution

of IMR related activity and partly to an increase in SURF activily. The increase in SURF activity included the commencement of the engineering
and procurement phase on the first lump sum SURF turnkey project in Brazil called PRA-1.

Acergy South America’'s net operating revenue decreased in fiscal year 2005 by $4.8 million to $50.2 million compared to $55.0 million in fiscal
year 2004. This decrease was mainly related to the scheduled dry-docking of both the flowline ship Acergy Condor and the construction support
ship Acergy Harrier for inspection of the underwater parts of the ships.

Operating Expenses from continuing operations

This segment's operating expenses for fiscal year 2006 of $68.7 million accounted far 4.0% of our total operating expenses from continuing
operaticns and were $24.7 million higher as compared to $44.0 million in fiscal year 2005. The increase was partly due to the increased costs to
operate Acergy Condor and Acergy Harrier and partly to the commencement of engineering and procurement phases on the new project PRA-1.

Acergy South America's operating expenses in fiscal year 2005 were $44.0 million, an increase of $4.8 million as comparad to $38.2 million in fiscal
year 2004. This increase was mainly related to unscheduled repairs following a fire on the Acergy Condor and engine damage on the Acergy Harrier
during the second half of fiscal year 2005 and the increase of local costs due to the Brazilian real’s appreciation against the US dollar.

income (loss} before income taxes from continuing operations
Income belore income taxes for this segment was $4.5 million in fiscal year 2006, an increase of $6.4 million compared 1o a $1.9 million loss
before income taxes in fiscal year 2005 due to an increase in IMR and SURF activity as discussed above.

The loss before income taxes for Acergy South America was $1.9 million in fiscal year 2005, a deterioration of $13.2 million from fiscal year
2004. This deterioration was due to the dry-dockings of the Acergy Condor and Acergy Harrier on long-term ship contracts, unexpected repair
costs and an increase in local costs as discussed above.

The following table sets forth the most significant projects in the Acergy South America segment:

Prd];&}damq“ _"_réeée;Iﬁ!lo'ﬁ o R
Lump Sum SURF Projects: o o U
Frade  Project offshore Brazil, 1o be executed during 2006 to 2009 for Chevron. -
PRA-1 Project offshore Brazil, to be executed during 2006 to 2008 for Petrobras.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

{continued)

Acergy Asia and Middle East

For the fiscal year ended November 30 20068 2005 2004
{in millions) $ % $ % 5 %
Net operating revenue from continuing operations 129.8 6.1%" BO.7 5.4%@ 319 2.9%
Operating axpenses from continuing operations 1129 6.5%" 71.2 5.7%"M 25.3 2.6%"
Income betore income taxes from continuing operations 1.1 2.3 25

(a) Segment net operating revenue as a parcentage of total net operating revenus from continuing operations.

(b} Segment cperating expenses as a percentage of total operating expenses from continuing operations.

This segment includes all activities in Asia Pacific, India and Middle East (but excludes the Caspian Sea) and includes the new joint vanture
SapuraAcergy with Sapura Crest Petroleum Berhad. it has its office in Singapore with satellite offices in Jakarta and Balikpapan, Indonesia and
Perth, Australia.

Investment

On June 9, 2006 we announced the charter of Teisa Proteus from the Toisa/Sealion Group of companies. The ship will provide offshore
construction services in the Asia Pacific region for a period of three years and is expected to join the fleet on completion of its conversion
program in the third quarter of fiscal year 2007, Also the Sapura 3000, a new build ship within the SapuraAcergy joint veniure, is expected to
be available in mid-2007 and is anticipated to be working on joint venture projects in late fiscal year 2007.

Net Operating Revenue from continuing operations

Net operating revenue of $129.8 million accounted for 6.1% of total net operating revenue from continuing operations in fiscal year 2006, and
was an increase of $49.1 million compared te $80.7 million in fiscal year 2005. The increase was mainly driven from net cperating revenues of
SURF projects such as Casino, Sakhalin and Dai Hung and reflects our strategy to develop this segment around the SURF market.

Acergy Asia and Middle East's net operating revenue increased dramatically in fiscal year 2005 by $48.8 million to $80.7 million due to two
major SURF projects, Casino and Sakhalin. Tegether these accounted for $52.1 million of the segment's net operating revenue, and they were
the first SURF projects to be executed by the segment.

Operating Expenses from continuing operations

Operating expenses in fiscal year 2006 of $112.9 million were 6.5% of our total operating expenses from continuing cperations, an increase

of $41.7 million from fiscal year 2005 reflecting operaticnal difficulties experienced on Dai Hung and Kerisi projects together with the increased
labor costs due to cur high levals of staffing as we develop this segment for future growth.

Cperating expenses in fiscal year 2005 were $71.2 million accounting for 5.7% of our total operating expenses from continuing operations, an
increase of $45.9 million compared to $25.3 million in fiscal year 2004, This increase was in line with the increase in project activity.

Income before income taxes from continuing ocperations
The segment’s income before income taxes for fiscal year 2006 was $1.1 million, a dacrease of $1.2 million compared to $2.3 million in fiscal
year 2005 attributable partly to the increase in expenses incurred on recruiting additional staff and partly to the project performance issues.

Acergy Asia and Middle East's income before income taxes for tiscal year 2005 was $2.3 million, a marginal decrease compared 1o fiscal year
2004 and was aftributable to the increased recruitment costs of additionat staff to handle the segment’s expected future growth.

The following table sets ferth the most significant projects in the Acergy Asia and Middle East segment:

Project Name ’ Doscription

Lump Sum SURF Projects: T ) T
Casino . Project offshore Australia, executed during 2005 and 2006 for Santos Ltd.

Sakhalin Project offshore Russia, executed dur{ng 2004 to 2006 for Nippon- SteeI_Eo_r-bé;a:ibn. T T
Dai Hung Project offshore Vietnam, 1o be executed during 2005 to 2007 for Petrovielnam Exploration and Preduction Company.
Kerisi _ Project offshore Indonesia, 10 be executed during 2006 ta 2007 for ConocoPhillips.

Maari Project offshore New Zealand, to be executed during 2008 to 2008 for Tanker Pacific.

Vincen Development  Project offshore Australia, to be executad during 2006 to 2008 for Woodside.
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Acergy Corporate I

z |
For the fiscal year anded Novemnber 30 2008 2005 2004 o !
{n miions) s % s % $ % =
Net operating revenue from continuing operations 1.1 0.1% @ 10.2 0.8%™ 106.7 9.7%"™ e 1
Qperating expenses from continuing operations (9.5}  (0.5)%" 15 0.2%" 118.2 12.5%%
Income (loss) before income taxes from continuing operations 297 4.3 (28.3)

(a) Segment ne! operating revenue as a percentage of total nel cperating revenus from continuing operations.

{b) Segment operating expenses as a percentage of 1ctal operating expenses from continuing operetions,

This segment includes all activities that serve more than one segment; assets which have global mobility including construction and flowline
lay support ships, ROVs, trenchers, ploughs, and other mobile assets that ars not allocated 10 any one segment; and Management and
corporate services provided for the benefit of all our businesses. It alse includes the joint ventures NKT Flexibles and Seaway Heavy Lifting L
('SHL"). Acergy's principal executive offices are located in Sunbury-on-Thames, United Kingdom,

Net Operating Revenue from continuing operations

Acergy Corporate’s net operating revenue in fiscal year 2006 decreased by $9.1 million to $1.1 million compared to $10.2 miltion in fiscal
year 2005 primarily attributable to no active businesses being managed in this segment following the divestiment of Paragon Engineering B
Services, [nc. in early 2005. Net operating revenue of $1.1 million was attributable to external Acergy Corporate services,

I

Acergy Corporate's net operating revenue was signiticantly reduced in fiscal year 2005 to $10.2 million from $106.7 million in fiscal year 2004,
This decreasa reflected the disposal of the Paragon Companies and Serimer DASA in fiscal year 2004 and the early pan of fiscal year 2005.
There were no active businesses in Acergy Corporate from the second quarter of fiscal year 2005. Acergy Corporate also included the results
of Paragon Engineering Services, Inc., up until the date of its disposal by us to AMEC plc effective January 19, 2005.

Operating Expenses from continuing operations

In fiscal year 2006 the sagmeant's operating expenses experienced an over-recovery of $9.5 million, as compared to a cost of $1.5 million in
fiscal year 2005. This was principally generated from the high utilization rate of our vessels which has led to an over-recovery in that activity
as the charge out rates to other segments are based on budgeted levels of utilization. This has no impact on our net consolidated results.

Since the sale of Paragon Engineering Services, Inc., in January 2005, the only remaining operating expenses incurrad by Acergy Corporate
have besn asset-related and other project supgort costs, which were allocated to particular projects. Therefore in fiscal year 2006 the segment’s
operating expenses wera reduced ta $1.5 million from $118.2 million in fiscal year 2004.

Income (loss) before income taxes from continuing operations

Acergy Corporate’s income bafore income taxes for fiscal year 2006 of $29.7 million was an increase of $25.4 million compared to fiscal year
2005 attributable partly to an improvement in net income cantribution from the non-consolidated joint venture operations of NKT Flexibles and
SHL and partly to the ovar-recovery described above. Additionally a substantial decrease was experienced in the expense charged in respect
of the SMIP from $114.1 million in fiscal year 2005 to $3.0 million in fiscal year 2006 foliowing the adoption of SFAS 123(R).

Acergy Corporate had reported incomae before income taxes for fiscal year 2005 of $4.3 million compared to a loss before income taxes from
cantinuing operations of $28.3 million in fiscal year 2004, The improvement was due to the betler profitability reported by our non-consolidated
joint ventures, particuiarly SHL, as well as the reduction in losses by NKT Flexibles. Gains on the disposal of long-lived tangible assets and
subsidiaries, including Paragon Engineering Services, Inc., totaled $3.8 miltion. The elimination of prior year losses on the Paragon Companies
and Serimer DASA and the non-recurrence of certain one-oft charges also contributed to the improvement. This was offset by a substantial
increase in the expense charged in respect of the SMIP frem $4.0 million in fiscal year 2004 to $11.1 million in fiscal year 2005, following the
increase in the share price on which the charge was based at that time.
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Consolidated Results — Continuing Operations

Net Operating Revenues

Net operating revenue increased to $2,124.2 million in fiscal year 2006
from $1,483.3 million in fiscal year 2005, mainly driven by Acergy Africa
and Meditsrranean and Acergy Northern Europe and Canada whera the
SURF activity grew significantly, and to a lesser extent by Acergy
South America and Acergy Asia and Middle East. These improvements
reflected strong market conditions for our SURF assets and generally
successiul project execution. The improvemant was partially offset by
Acergy North America and Mexico where revenues decreased due to
lack of ship availability and Acergy Corporate where insignificant
external revenues were generated on Corporate services.

Net operating revenue Increased to $1,483.3 million in fiscal year
2005 from $1,099.6 million in fiscal year 2004, primarily due 1o the
strong perfarmance of Acergy Africa and Mediterrangan and Acergy
Northern Europe and Canada, where project execution and delivery
were consistently better than historical levals. Additionally, net
operating ravenues benefited from the first full year of consolidation of
Sonamet and Sonacergy. These increases were partially offset by the
slight decrease in Acergy South America and the decrease in Acergy
Corporate reflecting the disposal of the Paragon Companies and
Serimer DASA,

Net operating revenue in fiscal year 2007 is expected 10 be
approximately $2.3 billion. As at November 30, 2006 of our backlog
of $2.6 bitlion, an estimatad $1.7 billion is for execution in fiscal
year 2007.

Operating Expenses

Operating expenses increased to $1,729.7 million in fisca! year 2008
from $1,244.8 million in fiscal year 2005 primarily attributable to the level
of activity noted above together with some increase in manpower and
procurement activity offset by a reduction in project activity in Acergy
North America and Mexico. Additionally the increase reflects commodity
price increases and cost overruns on certain projects.

Operating expenses increased 1o $1,244.8 million in fiscal year

2005 from $854.8 million in fiscal year 2004. The increase was driven
mainly by increased project activity, especially in Acergy Africa and
Maditerranaan and Acergy Northern Europs and Canada. It also
reflects increased investment in staffing in Acergy Asia and Middle
East in furtherance of our strategic decision to increase SURF work
in this segment.

Operating expenses in fiscal year 2007 are expectad to be slightly
higher than fiscal year 2006 reflecting the growth in revenues,
continued effens in recruitment and development of our workforce,
together with the extension of our fleet.

Depreciation and Amortization

Depreciation and amortization in fiscal year 2006 amounted to $58.6
million compared to $56.9 millicn and $60.6 million in fiscal years
2005 and 2004, respectively. The increase in fiscal year 2006 was
due to the depreciation of the Acergy Discovery purchased in fiscal
year 2006 and invesimsnts recently mads in Angcla.

The main reason for the raduction in fiscal year 2005 was the disposal
or classification as ‘Assets held for sale' of a number of our assets,
principally the Seaway Kestrel, the tranching assets, and the portable
marine assets scrapped in the fourth quarter of fiscal year 2004.
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Share in Net Income of Non-consolidatad Joint Ventures
Qur share in net income of non-consolidated joint ventures from
continuing operations in fiscal years 2006, 2005 and 2004 was

as follows:

For the fiscal year ended November 30 2008 2005 2004
{in millions}) $ 3 5
Mar Profundo Girassol 0.5 5.2 (3.1)
Dalia FPSO 2.0 1.8 (3.7)
Acergy/Subsea 7 16.7 7.3 3.5
Kingtisher D.A. - 3.9 0.6
EPIC - 0.1 7.8
SapuraAcergy {1.6) - -
SHL 16.5 85 59
NKT Flexibles 8.2 0.1 (5.0}
Sonamet/Scnacergy - - 7.0
Total 41.3 26.9 15.0

() Exctydes Senamet and Sonacergy data for the !iscal years ended November 30. 2006,
2005 and the iast six months for liscal year ended Navernber 30, 2004. In accordance with
FIN 46R, both Sonamet end Sonacergy have been accounisd lor as consolidated
subsidiaries since May 31, 2004. Until that date they were accounted for using the eguity
method because aur ability 1o controt the cperation of the invesiees was restrictad by the
signiticant participating interast held by another party.

Qur share in net income of non-consolidated joint ventures in fiscal
year 2006 increased to $41.3 million from $26.9 million in fiscal year
2005. The increase was partly due to an improvement in our joint
venture income from Acergy/Subsea 7 where income increased by
$9.4 million. This reflects the management by the joint venture of
additional projects such as FTP By-Pass which, of the total of $16.7
million for fiscal year 2006, contributed $8.1 million. iIncome from joint
ventures SHL and NKT Flexibles improved to $15.5 million and $8.2
million respectively due to the very good performance of SHL's
Stanislav Yudin barge and to the increased demand for flexible pipes
as refiected by the NKT Flexibles plant running at full capacity. The
Dalia FPSO joint venture managed successfully the censtruction and
the commission of the Dalia FPSQ. The loss in income from
SapuraAcergy arises from the fixed costs of the joint venture before it
commences working with the ship Sapura 3000. The decrease in
contribution from Mar Profundo Girassel and the Kingfisher D.A. jaint
ventures was due to the cessation of activities of both joint veniures.
The Kingfisher D.A, jeint venture is expected to be liquidated in fiscal
year 2007,

The increase in fiscal year 2005 to $26.9 million compared to $15.0
miflion in fiscal year 2004 was parlly attributable to Mar Profundo
Girassal, the joint venture where our share of income improved by
$8.3 million following the joint venture's completion of its scope of
work building and installing the FPSO in the Girassel field, NKT
Flexibles' improvement of $5.1 million reflected the increase in
demand for flexible products and improvement in plant utilization. The
joint ventures SHL, Acergy/Subsea 7 and the Dalia FPSO continued
to defiver improved results as these specialist businesses benefited
parily from the global increase in demand for field development
services provided by offshore contractors and partly from increased
or improved activity in the existing contracts. The increase in income
from the Kingfisher D.A. was due to the gain on disposal of the
Kingtisher, the only ship operated by that joint venture. The EPIC joint
venture ceased operations in the first half of fiscal year 2005,

In fiscat year 2007, total net income for our share from our non-
consolidated joint ventures is expected to be slightly tower than fiscal




year 2006, We expect income from SapuraAcergy and NKT Flexibles
joint ventures to be higher offset by a lower net income from
Acergy/Subsea 7 and SHL.

Selling, General and Administrative ('SG&A’) Expenses

SG&A expenses from continuing operations in fiscal year 2008 were
$149.4 million, compared to $119.8 miltion and $111.0 million in fiscal
years 2005 and 2004, respectively. The increase in fiscal year 2006
over fiscal year 2005 was partly attributable to increase in recruitment
costs to support business growth in Acergy Corporate and in the
growing business segment of Acergy Asia and Middle East.
Additicnally there was an increase in bonuses of $10.5 millicn due to
our improved profitability largely offset by a decrease in SMIP charges
of $8.2 million following the adoption of SFAS No. 123(R}).

The increase in fiscal year 2005 over fiscal year 2004 was mainly
attributable to an additional $7.1 million incurred in respect of the
SMIP and $6.1 million of additional compensation bonuses paid due
to the increase in our profitability.

As a condition of the amended and restated $400 million revelving
credit and guarantee facility agreement agreed in fiscal year 2004 and
amended in fiscal year 20086, the banks required us to put in place the
SMIP in order to securs the services of certain senior executives
through to the first quarter of fiscal year 2007. The SMIP provides for
deferred compensation as a combination of cash and performance-
based share options, linked to the attainment of a number of strategic
and financial objectives for each of the fiscal years 2004, 2005 and
2006. We have accrued in 2008, 2005 and 2004 for the proportion

of compensation expense relating to the service period completed

to date, taking into account the probability of the performance
conditions being met over the pericd of the plan. The total cost of the
SMIP recorded in fiscal years 2006, 2005 and 2004 was $3.C million,
$11.1 million and $4.0 million, respectively.

lmpairment of Long-lived Tangible Assets

In fiscal year 2006, we recorded aggregate impairment charges of
$2.1 million. As discussed in Note @ to the Consolidated Financial
Statements, this consisted of under-utilized mobile equipment related
to steel catenary risers and flexibles,

In fiscal year 2005, we recorded impairment charges totating $7.1
millien in respect of our long-lived tangible assets. The most
signiticant charge related to our fabrication yard in Warri, Nigeria,
which was identiied as underutilized during the preparation of fiscal
year 2006 cperating budget in October 2005. An impairment charge
of $5.4 million was recorded in the fourth quarter of fiscal year 2005
to reduce the net book value of this asset to $nil.

In fiscal year 2004, we recognized aggregate impairment charges
from continuing operations of $9.4 million. The charge comprised of
$4.2 million related to ships and other ofishore equipment offered for
sale and $5.2 million related to under-utilized mobile equipment.

Restructuring Credits (Charges)

We recorded no restruciuring charges in fiscal years 2006 and

2005. The provision at the start of the fiscal year 2005 of $5.3 millicn
principally related to future rental costs for the vacant office space in
Acergy Africa and Mediterranean's office in Nanterre. As discussed
in Note 18 to the Consolidated Financial Statements, the Group
released $1.9 million of this provision to the Consolidated Statements
of Operations — ‘Restructuring credits (charges)’, as we had reached
an agreement as at November 30, 2006 1o terminate the remaining
lease agreement and vacate the offices by December 31, 2005. The
head cffice has been relocated from Nanterre to Suresnes, near Paris

in France and the remaining provision at November 30, 2005 was
used for the final payments made during the first quarter of fiscal
year 2006.

|
V?GWl

We recorded restructuring charges of $2.7 million in fiscal year 2004,
relating te restructuring initiatives identified in fiscal year 2003 relating
to management's plan for financiai recovery.

Gain on Disposal of Long-lived Tangible Assets and Subsidiaries
Gain on sale of long-lived tangible assets

In fiscal year 2008, the gain of $2.9 million was a gain from the
dispesal of Acergy Africa and Mediterranean's non-core shallow
water assets in Nigeria.

In fiscal year 2005, the gain of $3.7 million comprised $2.3 million
from the disposal of trenching and ploughing assets, $1.2 million
from the disposal of the Handil base in Acergy Asia and Middle East
and $0.2 million from disposal of other long-lived assets.

In fiscal year 2004, the gain of $4.7 million included $2.0 million from
the disposal of the ROV business and $1.1 million from the disposal
of ships {the Annetie, the Seaway Rover, the Seaway Invincibie, the
Seaway Pioneer and the Seaway Explorer).

Gain on sale of subsidiaries

In fiscal year 20086, the gain ot $1.0 million was a gain from the
disposal of Stolt Comex Seaway Nigeria Ltd. In fiscal year 2005, the
total gain of $3.8 million consisted of $2.1 million from the disposal

of Paragon Engineering Services, Inc., and $t.7 million from the
disposal of National Hyperbaric Centre Ltd, In fiscal year 2004 the
total gain of $25.2 million consisted of a gain of $26.1 million from the
disposal of Serimar Dasa, partially offset by a loss of $0.9 million from
the disposat of Paragon Litwin and Paragon ltalia S.r.L.

Other Operating Income (Loss), Net

In fiscat year 2006, other operating loss was $1.5 million compared
to other oparating incoeme of $4.2 million in fiscal year 2005. The
operating income in fiscal year 2005 was due to the reversal of a
$5.7 million provision described below,

In fiscal year 2005, we recorded other cperating income of $4.2
million compared 1o other operating incame of $1.3 millien in fiscal
year 2004. The gain in fiscal year 2005 was primarily due to the
reversal of a $5.7 million provision for doubtful accounts in respect

of advances made to the NKT Flexibles joint venture. No significant
individual transactions were included in other operating income in the
fiscal year 2004,

Interest Expsnse

In fiscal year 2006, interest expense from continuing operations
increased marginally to $4.2 millicn from $4.C million in fiscal year
2005. The change in fiscal year 2006 resultad from interest expense
due on the issuance of the Convertible Notes in October 2006 offset
by a reduction in interest expense attributable to repayments of our
debt under the $400 million amended and restated revolving credit
and guarantee facility in the first haif of fiscal year 2005. The charge
in fiscal year 2006 alsc included the impact of amortizing credit facility
set-up costs of the $400 million amended and restated rovolving
credit and guarantee facility together with the amortization of the
issuance cost of the Convertible Notes.

In fiscal year 2005, interest expense from continuing cperations
decreased to $4.0 million from $19.3 million in fiscal year 2004. This
reduction resulted from the repayments of our debt under the $350
million revolving credit and guarantee facility and the increased cash
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balances from the $135.0 million at the end of fiscal year 2004 to
$316.0 million at the end of fiscal year 2005.

Interest Income

In fiscal year 20086, interest income from continuing operations
increased to $18.8 million from $3.9 million in fiscal year 2005. This
increase was attributable to the interest earned on the proceeds
received from the issuance of the $500 million Convertible Note;
significant funds paid in advance for major contracts, principally in
Acergy Africa and Mediterranean; and from procesds received on the
sale of discontinued operations in Acergy North America and Mexico.

In fiscal year 2005, interest income from continuing operations of $3.9
millicn was marginally lower than the income of $4.0 million in fiscal
year 2004. Interest incormne was generated as a result of significant
funds held on depasit, typically in US dellars, using overnight banking
facilities. The decrease from fiscal year 2004 is attributable 1o the
timing of receipt of signiticant funds paid in advance for major
contracts, pringipally in Acergy Africa and Mediterranean.

We expect that surplus cash will continue to be held, although the
leve! will decrease as the current large projects are complsted, most
notably Greater Plutonio and Moho Bilendo, and as we further
repurchase our Common Shares.

Forelgn Currency Exchange Gains (L.osses}, Net

During fiscal year 2006 we recorded a foreign exchange gain of 0.5
million compared to a $22.2 millien loss in fiscal year 2005. The fiscal
year 2006 gaint included & gaint ¢f $5.7 miltion due 10 the changes in
the market value of the outstanding forward exchange contracts and
the realization of forward exchange contracts which were in place as
at November 30, 2005. The fiscal year 2005 loss of $22.2 million
included a loss of $19.8 million in respect of those forward contracts
as discussed under 'Critical Accounting Policies - Accounting for
Derivatives' above.

During fiscal year 2004, we recorded & foreign exchange related gain
of $6.2 million which resulted primarily from cash balances held in
currencies other than the US dollar,

We expect that the same risk of substantial foreign currency
fluctuations will persist throughout fiscal year 2007.

Income Before Minority Interests and Taxes

Income before minority interests and taxes was $301.8 million as
compared to $129.7 million in fiscal year 2005 and $58.8 miilion in
fiscal year 2004, and was affected by all the factors identified above.

The table balow, however, highlights a number of significant credits
{charges), which had a material impact on income (loss) before
minority interest and taxes,
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Significant Credits (Charges)

For the fiscal year ended November 30 2008 2005 2004
{in millions) L] s $
Revisions of estimates on major

projects 74.2 60.3 43.8
Charge for impairment of Group-

owned long-lived tangible assets (2.1) (7.1) {9.4)
Restructuring credits (charges) - 1.9 (2.7)
Financial restructuring - external

advisers - - {19.0)
Gain on sale of long-lived

tangible assets 29 3.7 47
Gain on sale of subsidiaries 1.0 3.8 252
SFAS No. 133 - Forward

contracts mark-to-market 5.7 (19.8) -
Senior Management Incentive

Plan charge (3.0} (11.1) (4.0}

Minority interests

In fiscal year 2006, income attributable to minority interests resulted
from the joint ventures which we consolidated in our financial
stataments. They are the Sonamaet/Sonacergy and Alto Mar Girassol
{'AMG") joint ventures. In fiscal year 2006 income after taxes
attributable to minarity interests was $7.3 million compared to fiscal
year 2005 of $10.4 million and $4.7 million in fiscal year 2004.

In addition we expect the Sonamet/Sonacergy joint venture to be
maintained for the foreseeable future, while AMG has reached a
conclusion of the Girassol project.

Income Tax (Provision) Benefit

Woa recorded a net tax charge of $73.6 million in fiscal year 2006 as
compared to a net tax charge of $12.8 in fiscal year 2005 and 10 a net
tax charge of $9.2 million in fiscal year 2004,

The tax charge in fiscal year 2006 comprised a charge to current tax
of $69.5 million and a deferred tax charge of $4.1 million.

The tax charge in tiscal year 2005 comprised a charge to current tax
of $10.1 million and a deferred tax charge of $2.8 milkion. The tax
charge in fiscal year 2004 comprised a charge to current tax of
$23.0 million and a deferred tax benefit of $13.8 million. The
movaments in the tax provision or benefit year on year are a product
of the differing levels of profitability achieved in each of the many
territories in which we canduct our business. The significant
components of the taxation provision are refarred to in the following
paragraphs.

We have recognized net deferred tax assets totaling $17.5 million for
the tax effects of temporary differences and net operating losses
('NOLs") carried forward in France, Indanesia and United Kingdom
amongst others.

While we have potential future tax deductions, tax credits and NOLs
in several other countries, we have recorded a 100% valuation
allowance against the correspanding deferred tax assets in those
instances where it is not mora likely than not that tax deductions will
materialize. Across our subsidiaries, we have NOLs of $154.0 million,
none of which will expire within five years.




US tax regulations restrict the ability of a company to utilize carry
forward NOLs in circumstances when there has besn an ownership
change. Wa consider that the transaction wheraby SNSA sold its
remaining stock in us in January 2005 will be regarded as an ownership
change. Wa have a $130.9 million NOL in the US and estimate $122.2
million of this will be subject to a restriction, leaving unrestricted NOLs
of $8.7 million at the end of fiscal year 2006 1o carry forward. But with a
recent history of incurring losses, we have maintained a 100% valuation
allowance in respect of our NOL in the US.

Our UK shipping subsidiaries continued to be taxed within the UK
Tonnage Tax Regime. A key feature of this regime is that the
commercial profits from the ship operations qualifying as tonnage tax
activities are adjusted by reference 1o a formula linked to the tonnage
of the vessels before being taxed at the UK statutory tax rate. Our tax
charge reflects a net benefit of $7.1 million in fiscal year 2006 (2005:
$3.4 million, 2004: $1.0 million) compared to the UK tax that would be
payable had wa not elected to join the Tonnage Tax Regime.

Under United Kingdom tonnage tax legislation, a portion of tax
depreciation previously claimed by us may be subject te tax in the
event that a significant number of vessels are sold without being
replaced. This contingent liability reduces progressively to nil over the
first saven years following entry intc the tonnage tax regime. We have
made no provision for the contingent liability relating to ships because it
is not probable that we will sell ships under circumsiances that cause a
charge to income taxes to arise. The unrecorded contingant liability in
respect of all ships as at November 30, 2006 was $16.4 million,

Consolidated Results - Discontinued Operations

We announced on April 12, 2005 an agreement to sell our IMR and
Conventional assets that formed part of our Acergy North America
and Mexico businesses to Cal Dive, for $122.9 million in cash. This
disposal reflected our strategy to focus on our core expertise of
deepwater SURF. The sale on October 31, 2005 included seven
ships which worked in the IMR segment and the shore suppor bases
and the equipment at the bases at the Port of tberia and at Fourchon
in Leuisana, which were sold for a total of $42.5 million in cash,
resulting in a gain of $27.1 million. We sold the darrick tay-barge
DLB 801 on January 9, 2006 for cash proceeds of $40.5 million
resulting in a gain of $16.4 million and completed the sale of the reel
pipelay ship Seaway Kestre/ on March 15, 2006 for cash proceeds

of $39.9 million resulting in a gain of $18.7 million, as described in
Note 3 and Note 8 to the Consolidated Financial Statements.

Net Income (Loss) from Discontinued Operations

In fiscal year 20086, loss from discontinued operations was $18.2
million offset by a gain of $35.1 million resulting in net income before
taxation of $16,9 million.

in fiscal year 2005, net incoms from discontinued operations was
$33.1 million comprised of $6.0 million in income from discontinuead
operations and a gain on disposal of assets of $27.1 million,

In fiscal year 2004, net loss from discontinued operations was

$39.8 million. The results of these discontinued cperations have
been discussed in Acergy North America and Mexico - 'Discontinued
Operaticns - Income {loss} before income taxes frem discontinued
operations’ above.
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Liquidily and Capital Resources

Gash Requirements, Contractual Obligations and Commercial Commitments
Qur primary cash uses are to fund working capital, acquisitions of and upgrades to long-lived tangible assets, oparating expenditures and dry-

docking costs.

As at Novembar 30, 2006, we had available borrowing facilities of $100.0 million, and together with cash balances of $717.5 million the net
available liquidity was $817.5 million. This compared to net available liquidity as at November 30, 2005 of $456.8 millicn. The increase was
mainly attributable to the proceeds from the sale of $500 miltion aggregate amount of Convertible Notes, cash generated by projects (including
advance payments of $234.8 million), and the proceeds from the disposal of long-lived tangible assets.

Contractual Obligations

The following table sets forth our contractual obligations and other commercial commitments as at November 30, 2006:

Contractual Obligations
As at November 30

(in millions)

Convertible Notes *

Future Interest Payments ©
Operating Lease Obligations
Purchase Obligations ®
Other®

Total

Paymenis due by period

Less than Afler

Total 1 year 1-3 years 4-5 years 5 Yoars
R e |
500.0 - - - 500.0
81.2 1.7 233 23.3 22.9
295.1 56.8 B6.4 79.2 727
280.9 280.9 - - -
3217 1201 1851 126 29
14789 4705 2948 _ 1151 5085

{a) Excludes future pension costs which ara disclosed in Note 13 to the Consolidated Financial Statements. and the expected capital expenditura ot $235 million in tiscal year 2007 as disclosad

undee 'Cash flows (Usad in) Provided by Investing Activities and Capital Expenditura’ below.

{b) On Cettober 11. 2008 we eomplated the launch and pricing of an offering of $500 millien in aggragate principal amount of Convertible Netes due in fiscal year 2013 with the receip! of net
proceads after deduction of reiated costs of $490.8 million. The Canvertible Notes have an annual interest rate of 2.25% payable semi-annually in arrears on April 11 and October 11 of each
year up to and including liscal year 2013. They were issued at 100% of their principal amount and urless previously redeemed, convertad ar cancelled will mature on October 11, 2013. The

Convertibla Notes are listed on the Eura MTF Market of the Luxembaourg Stock Exchange.

(¢} Our dest structure currently contains lixed rate inlerest debt, and therefare we have calculated the amouni of tha future interest payments based on the 2.25% interest rate an the aggregate

principal amount of $500 million of Convertible Notes.

(d} Excludies the futura commitments ragaraing: {1} Acergy Viking charter commencing in mid-fiscal year 2007 iar eight years (367.3 million) with options for a further twelve years: (2) the Toisa
Proteus charter commencing mid-2007 for three years ($80.5 million) and. (3) Skandi Acergy charter commaencing in 2008 for eight years ($159.8 million} with &n option for further five years.

{8) includes $107.4 milion of purchase obligations in respact of capital expenditures disciosed in Note 25 to the Consalidated Financial Statements.

[) Gther inciudes our performance bands, big bonds, advance payment bonds. guarantess of slanoby leners of credit in respect of performance obligations. For further information regarding
bank guarantees, sea 'Of-Balance Sheet Arangements’ below and Note 27 to the Consolidated Financial Statemonts.

Cash Management Constraints

Qur cash operations are managed and controlled by our treasury
department, and cash surpluses and requirements are identified
using consclidated cash flow forecasts. We do not always have the
ability to freely transfer funds across international borders. For
example, certain subsidiary companies in France which show a
negative net asset position are unable to release funds 1o our treasury
without approval from the Board of Directors of the relevant
subsidiary. In addition, approval from the Central Bank of Brazil is
required to obtain remittances from Brazil and access 1o the

$31.5 million of cash held by Sonamet and Sonacergy may be
limited because it would require agreement between the minority
shareholder and us, as well as from the National Bank of Angola
for Sonamet.

The main uncertainties with respect to cur primary sources of funds
are as follows: project related timings of cash inflows and outflows;
timing of the costs relating 1o investment in and expansion of the fleet;
the ability to agree with clients, in a timely fashion, the amounts due
as claims and variation orders; and the availability of cash flows from
joint ventures.

Future Compliance with Debt Covenants
As described in Note 15 to the Conselidated Financial Statements,
our credit facilities contain various financial covenants, including but
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not limited to, 8 minimum level of tangible net worth, a maximum level
of net debt to earnings before interest, taxes, depreciation and
amonrtization ('EBITDA"), a maximum leve! of total financial deb1 to
tangible net worth, a minimum level of cash and cash equivatents
and an interest cover covenant, We must maet the requirerments of
the financial covenants on a consolidated basis in quarterly intervals
ending February 28, May 31, August 31 and November 30 of each
year. Given the improved performance of the business and the mare
favorable financial covenants in the new credit facilities, we believs,
based on our latest forecasts for fiscal year 2007, that we will be able
to comply with all financial covenants during fiscal year 2007.




Sources of Cash

Our principal sources of funds for fiscal year 2006 have been cash
from operations, proceeds of sales of long-lived tangible assets and
subsidiaries and in the latter part of fiscal year 2008 proceeds from
the issuance of Convertible Notes described below.

Qur year-end net liquidity position of $717.5 millien includes net
receipts of $480.8 millicn raised via Convertible Notes and cash
raceipts in respect of advance billings which have been negotiated
under a number of contracts. A corresponding liability, reflecting
our abligations, is recerded as advance billings, to execute the
corresponding work as the cash is required 1o complete the
contracts. Theretore, our only readily available funds for ongoing
operations are: (i) the available $100 million under the $400 millien
revolving credit facility; and (i) our cash on hand and cash flows
from operations going forward.

We belisve that our ability to obtain funding from the sources
described above will continue to provide the cash flows necessary
1o satisfy our working capital requirements and capital expenditure
requirements, as well as meet our debt repayments and other
financial commitments for at least the next 12 months. We also have
the ability 10 raise additional debt and to issue further share capital.

We expect to use our increase in cash flows mainly provided by
financing activities to fund further upgrading and rejuvenation of our
fleet, to provide a platform to support growth initiatives and to
purchase up to a maximum of 10% of our issued share capital up
to a maximum consideration of $300 million.

Summary Cash Flows
Fer the fiscal year ended Novermnber 30 2008 2005 2004
{in millions) $ $ 3

Cash and cash squivalents at the

beginning of the year 316.0 135.0 81.9

Net cash provided by operating

activities 38.2 271.3 152.1

Net cash (used in) provided by

investing activities {117.3) (11.5) 66.8
Net cash (used in) provided by

financing activities 488.8 (71.3) (172.5)
Effect of exchange rate changes

on cash and cash equivalents 11.8 (7.5) 6.7
Cash and cash equivalents at

the end of the year 717.5 316.0 135.0

Cash Flows Provided by Operating Activities

Cash flow from operations is derived principally from the collection of
receivables due from clients under preject contracts. The timing of
invoice preparation for long-term contracts is typically based on
progress towards the completion of work, sither defined as agreed
project ‘milestones’ or an otherwise agreed staged payment
schedule. Cash flows do not always coincide with the recognition of
ravenues, as clients are generally required to make advance
payments at project commencement. It is our policy, when
negotiating a contract, to arrange for cash to be received from the
client in advance of the requirement o pay suppliers, thus ensuring a
positive impact on liquidity.

Net cash provided by operating activities during tiscal year 2006 was

$38.2 million compared to net cash provided by operating activities of
$271.3 million during fiscal year 2005, This decrease was attributable

mainly to more timely payments in fiscal year 2006 made to our

suppliers. At tha end of fiscal year 2006 we had received $234.8

—
million in advance payments from our clients compared to $268.8 l

millicn at the end of fiscal year 2005.

The fiscat year 2006 $38.2 million of net cash provided by operating 'i
activities comprised $246.0 million generated from operating !
activities, dividends of $14.8 miilion from our non-consolidated joint !
ventures offset by a $222.6 million increase in working capital. 1
Average accounts receivable increased to 91 days as at November !
30, 2006 from 81 days as at November 30, 2005, Average accounts |
payable days increased to 106 days as at November 30, 2006 from “
105 days as at November 30, 2005. [

r

|

in fiscal year 2005 we had received $268.8 million in advance payments
from owr clients, compared with $148.4 million for fiscal year 2004, This
factor, together with the improved operating results in Acergy Nerthern
Europe and Canada and Acergy Africa and Mediterranean, accounted |
for the strong cash flows provided by operating activities during fiscal
year 2005 of $271.3 milllon compared to $152.1 million during fiscal
year 2004, The fiscal year 2005 cash flows provided by operating
activities, which generated $178.9 million, a reduction in working
capital of $78.4 million and dividends of $14.0 million received from
non-consolidated joint ventures. Average accounts receivable
decreased from 89 days 1o 81 days as at November 30, 2005.
Average accounts payable days increased to 105 days as at
November 30, 2005 from 92 days as at November 30, 2004.

The other year-to-year fluctuations in cash flows from operating
activities for fiscal years 2006 and 2005 are atiributable to fluctuations
in net operating income as discussed under ‘Our Business Segment
Results’ above.

Cash Flows (Used in) Provided by Investing Actlvities and

Capital Expenditures

Net cash used in investing activities in fiscal year 2006 was $117.3
million compared to net cash used in investing activities of $11.5
million in fiscal year 2005 and net cash provided by investing activities
of $66.8 million in fiscal year 2004.

In fiscal year 2008, this primarily comprised: net cash inflows frorm
asset sales relating to the dispasals of assets o Cal Dive and
Hydrodive Nigeria Limited totalling $81.1 million; less the substantial
purchase of tangibte assets of $193.2 million attributable to the
development of our asset base.

Within the normal course of our business, we undertake capital
expenditures in terms of both maintaining capability and growth.

The table below sets forth information with respect to our capital
expenditures for tangible assets spent in each of the last three fiscal
years split betwsen growth and maintenance.

Catoagory of Capital Expenditures

For the fiscal year ended November 30 2008 2005 2004
(in millions) 3 3 ]
Growth® 75.1 3s.8 4.3
Maintenance® 118.1 42.5 20.9
Total capital expenditures's 193.2 81.3 34.2

(a) Growth capital expenditure represents capital invesiments which add revenus generating
capability, typically by either adding capacity (e.g. new ship ar pisce of equipment) or by
upgrading or enhancing &n existing asset,

(b} Mantenance capital expanditure represents capital investments which maintain our existing
capacity and can take the jorm of equipment, facilities or safety/environmental invesiments.

(c) Total capital expenditures in fiscal year 2005 and 2004 remain as per previous Annual
Reporis, however the amounts have been analysed in terms of Growth and Maintenance.
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{continued)

Capital expenditures for continuing operations represented $183.2
million for fiscal year 2006 (2005: $77.3 million; 2004: $28.4 million).
Capital expenditure relating to discontinued operations includad in
the above tabla was $nil for fiscal year 2006 (2005 $4.0 million; 2004:
$5.8 million).

The above investments were made within the context of our ongoing
fleet rejuvenation program {'Growih’) in addition to maintaining our
existing asset base to a high standard {‘Maintenance’).

The four largest capital expenditure projects including accruals for
expenditures not yet spent during fiscal year 2006 are set out in the

table below:

Asset

{in millions}) Dascription of Capital Expenditure Project - $
Pertinacia Ship conversion 53.9
Polar Queen Ship conversion 47.8
Acergy Polaris New J-Lay tower®! 40.4
Acergy Discovery  Purchase of a formerly leased ship 28.0
Total 1701

{a) To ensure consistancy in repaning. ihe new J-Lay tower (deepwater pipelay) system
which was inslalled on board our deepwater pipelay and construction barge Acergy
Polaris is classed a3 maintenance capital expanditure as it replaces an existing system.
This is despite an avelving specitication which has resulted in a significantly more capable
JHay system than the one replaced

Capital expenditure of $252.9 million in fiscal year 2006, of which
$193.2 million was spent and $58.7 million was due to the movement
in related accruals, was marginally above the revised expectations of
$250.0 million disclosed during fiscal year 2006. In fiscal year 2007
we expec! capital expenditure of appraximately $235 million of which
approximatety $145 million is allocated for growth and approximately
$90 million for maintenance.

Net cash used in investing activities in fiscal year 2005 was $11.5
millien in fiscal year 2005 compared 10 net cash provided by investing
activitias of $66.8 million in fiscal year 2004. In fiscal year 2005, this
primarily comprises: net cash inflows from asset sales relating to the
disposals of Paragon Engineering Services, Inc., Acergy North
America and Mexico IMR business and ¢ther minor items totaling
$71.7 million; less the substantial purchase of tangible assets of
$81.3 million aftributable to a greater availability of funds.

Cash Flows (Used in) Provided by Financing Activities

In fiscal year 2006 net cash provided by financing activities was
$468.8 million, compared to net cash flows used in financing activities
of $71.3 million in fiscal year 2005. This improvement was primarily
attributable to the $480.8 million of net proceeds from the issuance of
the Convertible Notes in October 2006. We also repurchased shares
to the value of $16.5 million, paid dividends of $16.3 million to
minarity shareholders and received $10.8 million for issue of our
Common Shares upan exercise of stock options. Additionally, there
were no repayments of bank credit facilities in fiscal year 2006 as
compared to $60.0 miltion of such repayments in fiscal year 2005.

Net cash used in financing activities in fiscal year 2005 was $71.3
million, compared 10 net cash used in financing activities of $172.5
million in fiscal year 2004. Our improving cash position enabled us
to repay in full the remaining $60.0 million that was drawn down
under the $350 million revolving credit and guarantee facility.
Dividends of $16.6 million wers paid to the minority shareholders
of our consolidated joint ventures and $5.5 million was received in
respect of Common Shares issued upon exercise of stock options.
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Description of Indebtedness

The $400 million Amended and Restated Revolving Credit

and Guarantee Facility

On August 10, 2008 we amended the $350 million multi-currency
revolving credit and guarantee facility to increase the facility to $400
million with the existing censortium of banks and to extend the
maturity untii August 10, 2011. The sub-limit for cash drawings was
reduced to $100 millien from $175 million. The morigages over the
secured vessels were released, the provisions in the agreement
relating to the security removed and the guarantee significantly
simplified to offar a guarantes of the loan by Acergy S.A. only. Explicit
restrictions on investments and additional financing were removed,
pricing was improved, and the facility was restated in a market
standard form.

The facility is used for general corporate purposes including the
financing of vessels, and includes the issuance of guarantees to
support contract performance obligations and other operating
requirements. It provides for revolving loans of up 10 $100 million
during the first three years, reducing to $75 million for the tourth year
and further reducing to $50 million for the fifth year until the final date
of maturity August 10, 2011. Any unused amount under the revolving
loan part of the facility is available together with the remaining part of
the facility for the issuance of guarantees as described in Note 1510
the Consolidated Financial Statements. As at November 30, 2006
there wera no revolving loans drawn and $267.4 million was utilized
for performance guarantees.

The facility contains certain financiat covenants in respect of a
minimum level of tangible net worth, a maximum level of net debt to
EBITDA, a maximum leve! of total financial debt to tangible net worth,
a minimum level of cash and cash equivalents and an interest cover
covenant, Wa must maet the requirements of the financial covenants
on a consolidated basis in quarterly intervals ending February 28,
May 31, August 31 and November 30 of each year.

In addition to the financial covenants listed above the facility also
contains negative pledges with respsct to accounts receivable and
cash and includes representations, affirmative covenants and
negative covenants which are customary for transactions of this
nature and consistent with past practice. Such covenants specifically
limit mergers or transfers, incurrence of other indebtedness,
investments and loans, distributions to shareholders and cash and
cash equivalens that are permitted to be held by non-obligors.

The facility also covers avents of default which include payment defaulls
(sutyject 1o a 3 day grace period), breach of financial covenants, breach
of other obligations, breach of representations and warranties,
insolvency proceedings, insolvency events, iflegality, unenforceability,
conditions subsequent, curlailment of business, claims against an
ohligor's assets, appropriation of an obligor's assets, final judgments,
cross-defaults to other indebtedness in excess of $5.0 million, faiture 1o
maintain exchange listing, material adverse effect, auditor's
qualification, repudiation and material litigation.

Tha $500 million 2.25 per cent Convertible Notes due 2013

On September 11, 2006 we announced the launch and pricing of an
offering of $500 million in aggregate principal amount of Convertible
Notes due in fiscal year 2013. The issuance was completed on
Cctober 11, 2006 with the receipt of net proceeds after deduction of
related costs of $490.8 million.

The Convertible Notes have an annual interest rate of 2.25% payable
semi-annually in arrears on April 11 and October 11 of each year up



1o and including fiscal year 2013. They were issued at 100% of their
principal amount and untess previously redeemed, converted or
cancelled will mature on October 11, 2013. The Convertible Notes are
listed on the Euro MTF Market of the Luxembourg Stock Exchange.

The Canvertible Notes are convertible into our Common Shares
with the initial conversion price of $24.05 equivalent to 20,790,021
Common Shares, or approximately 10.7% of our existing issued
share capital as at November 30, 2006, The conversion price will be
adjusted in line with market practices for this type of instrument to
provide ‘fair valus' adjustments such as payment of dividends and
avents like a change of control which can affect materially the
marketability, liquidity or valatility of our Common Shares.

Woe also have an exercisable option which permits us to call the
Convertible Notes after 4 years and 14 days from the date of issue if
the price of our Common Shares exceeds 130% of the then prevailing
canversion price over a specified period.

The Convertible Notes also include the following: unsecured but with
a negative pledge provision in respect of other current and future
property or asset to ensure that the Convertible Notes will rank
equally with other debt issuances; a cress default provision subject
to a minimum threshold of $10 million; and other events of defautt in
connection with non-payment of the Convertible Notes; various
undartakings in connaction with the tarm of any further isswance of
Common Shares, continuanca of the listing of the Common Shares
and the Convertible Notes on recognized stock exchanges, and;
customary provisions for the adjustment of the conversion price.

There were no conversions of these Convertible Notes as of
November 30, 2006.

Off-Balance Sheet Arrangements

Leases and Bank Guaranteos

We do not engage in off-balance sheet financing in the form of
special purpose entities or similar arrangements. We engage in
operating leases in the normal course of our business in respect of
ship charter hire obligations, office tacilities and equipment.

We also arrange for bank guarantees, which term collectively refers to
performance bonds, bid bonds, advance payment bonds, guarantees
or standby letters of credit in respect of our performance obligations
to our clients in connection with our work on specific projects.

The purpose of the bank guarantees generally is to enable our
clients to recover cash advances paid to us under the project
contracts or to ebtain cash compensation should we be unable
to fulfill our performanca obligations under our contracts. In fiscal
years 2006, 2005 and 2004, $94.0 million, $164.3 million and
$52.6 million, respectively, of bank guarantees wers issued in
support of our projects.

The $400 million amended and restated revolving cradit and
guarantee facility, reterred to above, is available for guarantees 10
the extent it is not drawn as loans. As at November 30, 2006, the
aggregate amount of guarantees issued under these facilities was
$321.7 million, of which $267.4 million related to the $400 million
revolving credit and guarantee facility {see Note 27 to the
Consolidated Financial Statements). The bonds were issued to
guarantee our project performance and that of cur subsidiaries
and joint ventures to third parties in the normal course of business.

In addition we have arrangements with a number of other financial
institutions to issue bank guarantees on our behalf. As at November
30, 2006 we had an additional $30 million bank guarantee facility with
Credit Industrie! 81 Commercial Bank (‘CIC") with no fixed expiry date
and two unsecured local bond lings for the sole use of PT Acergy
Indonesia, a $5 million line with HSBC Indonesia and a line with
Asuransi Takaful Umum renewed annually.

We have a several guarantee arrangement for the repayment of

50% of the drawings under a $150 million loan taken out by the
SapuraAcergy joint venturs to fund partially the construction of the
vessel Sapura 3000. We have alsc issued a several performance
guarantes with the construction consortium in respect ot the
construction costs of the vessel. These guarantees are expected 1o
expire in July 2007 on comgletion of canstruction of the Sapura 3000,
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{continued)

Investments in and Advances to Non-consolidated Joint Ventures

As at November 30 Acergy Group Cwnership 2006 2005
{in millions} Gecgraphical Locatien Business Segment % 3 $
MPG™ West Africa Africa & Mediterranean 50 0.8 2.2
Dalia FPSC Waest Africa Africa & Mediterranean 17.5 2.7 0.3
Acergy/Subsea 7 Norway Northem Europe & Canada 50 6.3 2.1
Kingfisher D.A.® Norway Northem Europe & Canada 50 0.1 a1
SapuraAcergy Malaysia Asia and Middle East 50 9.9 -
SHL Cyprus Corporate 50 27.5 1241
NKT Flexibles Denmark Corporate 49 20.9 11.0
Total 68.2 278

(a) This is a project spedific joint venture company for a project finished and the company will be dissolved in due course.

(b} This company ownad the Seaway Kingtisher which has baen sold and the company will be dissolved in due course.

Investments in and advances to our non-consolidated joint ventures
were $68.2 million in fiscal year 2006, an increase of $40.4 million
from $27.8 million in fiscal year 2005. The increase was attributable
principally to our joint venture operations gf Dalia FPSO,
Acergy/Subsea 7, SapuraAcergy, SHL and NKT Flexibles. The

MPG joint venture was disbanded in fiscal year 2005 and in 2006
$0.8 million was received from settliement of claims related mainty to
equipment failure.

Description of our Joint Ventures.

The Dalia FPSO facitity is a joint vanture with Technip S.A. and
Saipem S.A. to perform work on the Dalia field development in

Block 17 offshore Angola for Total E&P Angola. The joint venture

has responsibility for projact management, engineering, procurament,
onshore commissioning and offshore hock-up of the FPSO.

Under the Acergy/Subsea 7 joint venture we have included the result
of FTP Bypass project joint venture executed in the North Sea.

We established the SapuraAcergy joint venture with SapuraCrest
Petroleum Berhad {'SapuraCrest'), to take over the build and
operation of the Sapura 3000, a new heavy lift and pipelay vessel
designed to ba the most advanced deepwatar construction ship
in the growing Asia Pacific region. The vessel is presently under
construction and Is planned to be in service in 2007, and will
commence the offshore phase of project Kikeh in the latter part of
fiscal yaar 2007. As part of our agreement with SapuraCrest, we
have issued a several guarantee in respect of a $150 million loan
taken out by the joint venture to partially fund the construction of
the Sapura 3000.
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We offer heavy lift floating crane services through SHL. SHL charters
the heavy lift barge Stanisiav Yudin from a subsidiary of Lukoil
Kaliningradrorneft plc, our joint venture partner in SHL. The barge
operates worldwide providing heavy lift services to a range of offshore
companies, including cccasional projects for us. A lower levet of
activily is expected to that experienced in fiscal year 2006 as the
barge is making a transit to the Middle East for a scheduled dry-dock
to be performed at the and of 2006 and early 2007,

We manufacture flexible flowlines and dynamic flexible risers through
NKT Flexibles. Until fiscal year 2005, the joint venture had reported
operating losses for several years. In arder to ensure the operational
solvency of the joint venture, we made short-term cash advances
during fiscal year 2005 of $2.0 millicn in addition to advances in fiscal
year 2004 of $5.7 million. A provision for doubtful recovery of $5.7
million was recorded in fiscal year 2004 in accordance with SFAS No.
114 ‘Accounting by Creditors for Impairment of a Loan' and was
released as at Novernber 30, 2005, as prospects for this joint venture
had improved. In fiscal year 2006, the joint veniure experienced an
improvement due to the market increase in demand for flexible
flowlines and flexible risers.

The rest of our joint ventures have been formed either with a national
oil company, or gn a project-specific basis to enhance the range of
services provided to the client,

Whera joint ventures are project-specific, we will typically be obliged

to contribute our proportionate share of funding requirements. In
addition we may be liable tor the failure of our joint venture partners to
fulfil their obligations. We wili in the normal course of our joint venture
operations also have an obligation to meet our proportionate share of
funding reeds in long-term joint ventures. However such joint venture
investments would require unanimity among the joint venture partners.




Legal, Regulatory and Insurance Matters

Bateman

Wa raceived a claim from Bateman Cil & Gas BV ('Bateman’}, the
company which acquired Paragon Litwin S.A., our former engineering
subsidiary, on June 9, 2004, Baternan is claiming an initial amount of
$12.1 millien on the grounds of allegad misrspresentation when the
business was sold, and on February 17, 2006 referred the claim for
arbitration. Currently, a hearing is scheduled for January 2008. We
believe that the claim has no merit and it is not considered probable
that we will suffer a material loss as a consequence of this legal
action, We have therefora recorded no provision for this claim.,

Other Matters

In connection with a major West African contract, we received a letter
dated December 12, 2003 from the client notitying us of a potential
claim for an unspecified amount of liquidated damages. We believe
that a settlement agreement with the client has released us from any
liability for liquidated damages, and no further action has been
initiatad in this regard by the client. The client subsequently issued a
notice 10 the consortium, of which we are a member, rescinding the
contract effective January 31, 2005. The notice claimed that the lack
of performance in the 13-month period beginning December 31, 2003
was a fundamental breach that amounted to repudiation of tha
cantract, We completed our share of the cfishore scope in December
2004, and received an interim completion certificate. We have
received all payments due to us and all sureties we had provided
returned back to us. As no further issues have arisen we consider this
contract 1o be closed.

In additien, in the course of our business, we become involved in
contract disputas from time-to-time due to the nature of our activities
as a contracting business involved in several long-term projects at
any given time. We make provisions to cover the expected risk of loss
to tha extent that negative outcomes are likely and reliable estimates
can be mads, However, tha final cutcomes of these contract disputes
are subject 10 uncertainties as te whether or not they develop into a
formal tegal action and therefore the resulting liabilities may exceed
the liability we may anticipate.

Furthermore, we are involved in legal proceedings from time to time
incidental to the ordinary conduct of our business. Litigation is subject
to many unceriainties, and the outcome of individual rmatters is not
predictable with assurance. It is reasonably possible that the final
rasolution of any litigation could require us to make additicnal
expenditures in excess of reserves that we may establish. In the
ordinary course of business, various claims, suits and complaints
have been filed against us in addition to the ones specifically referred
to abova, Although the final resolution of any such other matters
could have a material effect on our operating results for a particular
reporting period, we believe that they should not materially affect our
consclidated financial position.

For accounting purposes, we expense legal costs as they are incurred.

Subsequent Evenis

On February 8, 2007 our Board resolved to recommend a dividend of
20 conts par Commen Share, subject to shareholder approval at the
annual general meeting. I addition we have made additional
purchases of issued share capital under our share buyback program,
as dascribed in ‘Changes in Share Capital’ below.

Research and Development and Intellectuat Property ! ﬂ
To support our engineering and aperational activities, we hold a } go
number of patents, trademarks, software and other intellectual >
property. We have 82 patents in force in 2C countries, and we
currently have a portfolic of 89 additional developments under patent
application. A limited number of our patents are held in common with
other industrial partners. We aiso conduct soms of our operations
under licensing agreements allowing us to make use of specific
techniques or equiprnent patented by third parties. We do not
consider that any one patent or technology represents a significant
percentage of our net operating revenue,

Qur research and development programs have concentrated on the |
requirements of our clients, who are constantly seeking to develop oil !
and gas reserves in desper waters, and on increasing the efficiency of '
our offshore equipment and operations. We have research and :
development programs aimed at developing new technologies and .
extending existing technologies for the installation, repair and

maintenance of offshora structures, particularly underwater pipelines

and risers. Our research and development activities are in general

carriad out internally using both dedicated research personnel and as

part of specific offshore construction projects. External research and
development, where appropriate, is performed either through

strategic technological alliances or via joint industry collaborative

projects. Our expenditure on group-sponsored research and

development, excluding programs undertaken as part of specific

oftshore construction projects, was $3.1 million in fiscal year 2006

compared to $1.7 million and $0.7 million in fiscal years 2005 and

2004, raspectively. The $1.4 millien increase in fiscal year 2008 was

due to increased research and devetopment on pipeline and riser

related issues, including a number of small joint industry projects.

Inflation

Our business transactions in high-inflation countries are substantially

denominated in stable currencies, such as the US dollar, and inflation
therefore does not materially affect the consolidated financial resuits.

Foreign Exchange Risk Management

CQur reporting currency is the US doltar. The majority of net operating
expensas are denominated in the functional currency of the individual
operating subsidiaries. The US dollar is the functional currency of the
most significant subsidiaries within Acergy North America and
Mexico, Acergy South America and Acergy Asia and Middle East. in
Acergy Africa and Mediterranean, the functional currencies are the
Euro and US dollar. In Acergy Northern Europe and Canada, the
functional currencies are the Norwegian krone, the British pound
sterling and US dollar. Qur exposure to currency rate fluctuations
results from our net invastments in foreign subsidiaries, primarily in
the United Kingdom, Norway, France and Brazil, and from our share
of the local currency earnings in our operations in Acergy Africa and
Mediterranean, Acergy Northern Europe and Canada and Acergy
South America. We do not use derivative instruments 1o hedge the
value of investments in foreign subsidiaries. The net translation
adjustments net of tax arising on the above currency exposures were
gains {losses) of $13.C million, $(6.1} million and $8.5 million for fiscal
years 2006, 2005 and 2004, respectively, These are recorded in OClI
in the Consolidated Statement of Shareholders' Equity.
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{continued)

We are also exposed to fluctuations in several other currencies
resulting from operating exposures and one-off liabilities. Qur
currency rate exposure policy prescribes the range of allowable
hedging activity. We primarily use forward exchange contracts to
hedge capital expenditures and operational non-functional currency
exposures on a continuing basis for periods consistent with our
committed exposures. Per our *Critical Accounting Policies -
Accounting for Derivatives' we have designated certain hedges as
accounting hedges in accordance with SFAS No. 133 and have
accounted for the effect of mark-to-market valuations through OCl in
the accompanying Consolidated Statements of Shareholders’ Equity
when it is appropriate to do so. Where hedges cannct be designatad
as accounting hedges in accordance with SFAS No. 133, the effect of
the mark-to-market valuations are accounted for through our
Consolidated Statements of Operations. We do not engage in
currency speculation.

Interest Rate Risk Manageman!
QOur exposure to third party interest rate fluctuations result primarily
from floating-rate credit facilities tied 1o the LIBOR.

We use a value-atsisk {'VAR') model to estimate the maximum potential
counter party loss on financial instruments that coutd occur from
adverse movements in either interest rates or foreign exchange rates.
The VAR model uses historical foreign exchange rates and interest rates
to estimate the volatility and correlation of these rates in future periods.
It estimates a potential one-day Joss in the fair market value of the
instruments using statistical modeling technigues and including
substantially all market risk exposures, specifically excluding joint
vantura investments. The VAR model estimates were made assuming
normal market conditions and a 95% confidence level.

The 95% confidence level signifies our degree of confidence that
actual losses would not exceed the estimated losses shown in the
table below. The amounts shown here disregard the possibility that
interest rates and foreign currency rates could move favorably. The
VAR model assumes that all movements in these rates would be
adverse, Actual experience has shown that gains and losses tend 10
offset each other over time, and it is unlikely that we could experience
losses such as these over an extended period of time in the event of a
counter pany default. These amounts should not be cansidered 1o be
projections of future losses, since actual results may differ
significantly depending upon activity in the global financial markets.

The fair value losses shown in the table below have no impact on our
results or financial condition.

VAR

As ol November 30 2008 2005
{in millions) 3 $
Foreign exchange rates 0.1 1.7

VAR in fiscal year 2006 decreased to $0.1 million from $1.7 millicn in
fiscal year 2005. This was partly due to the significant decrease in the
financial instruments held by us and partly due to a decrease in the
historic volatility of the currency paid in tiscal year 2006.

A discussion of our accounting policies for financial instruments is
included above in ‘Critical Accounting Policies — Accounting for
Derivatives’ above and in Note 2 to the Consolidated Financial
Statements. Disclosure relating to tinancial instruments is included in
Note 26 1o the Consolidated Financial Statements.
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Based on the Group's overall interest rate exposures as at January 31,
2007, a near-erm change in interest ratas would not materially affect our
consolidated financial position, resuits of operations or cash flows.

Impact of Recently Issued but not yet Adopted
Accounting Standards

Unceartain Tax Positions

In July 2006, the Financial Accounting Standards Board {'FASB')
issued FASB Interpretation No. 48, ('FIN 48°) ‘Accounting for
Uncertainty in Income Taxes' to clarify the accounting for uncertain
tax positions stated in FASB Statement No. 109 ‘Accounting for
Income Taxes'. The guidance provides a two step process for the
evaluation of a tax position under FIN 48, The first requirement is t¢
recognize a tax position reported or expected 1o be reported in a tax
return only if the position is more likely than not to be able to sustain
an examination based on technical merits presuming that the position
will be examined by the retevant taxing authority who will have full
knowladge of all relevant information. The second is to measurs the
tax position which meets the recognition criteria above at the highest
value of the benefit which is more likely than not to be recognized
upon ultimate settlement.

FIN 48 also provides guidance on de-recognition, classification,
interest and penalties, accounting in interim periods, disclosure and
transition issues. As FIN 48 is effoctive for fiscal years beginning after
December 15, 2006 it is effective for us in the fiscal year beginning
Decernber 1, 20G7. We are currently assessing the effects of FIN 48
and have not yet determined the impact on adoption of this
interpretation on our financial statements,

Post-Retirement Benefit Plans

In September 2006, the FASB issued Statement of Financial
Accounting Standards ('SFAS'} No. 158 ‘Employers’ Accounting for
Defined Benefit Pension and Other Post-Retirement Plans, an
amendment of FASB Staterments No. 87, 88, 106 and 132(R)’. This
staterment requires an entity to recognize the over-funded or under-
funded status of its post-retirement benefit plan(s) as an asset or a
liability in its financial staterments. The transition date for recognition of
an assst or liability related to the funded status of an entity's plan(s}
and the disclosure provisions are effective for fiscal years ending
December 15, 2006 and are effective for us in the fiscal year ending
November 30, 2007, If we had adopted the recognition provisions of
SFAS No.158 as at November 30, 2008 we would have baen required
to recognize an additional pre-tax liability for our under-funded status
of $11.7 million. A resulting adjustment to the closing balance of
Accumulated OC{ net of deferred tax, would also have been recorded
tor those amounts not included in net periodic benefit cost.

International Financial Reporting Standards

Acergy S.A. is domiciled and registered in Luxembourg and the
Luxembourg authorities have granted us an exernption from the
reguirement to adopt international Financial Reperting Standards
{'IFRS" until the accounting pericd beginning on or after January 1,
2007. We will be adopting IFRS on December 1, 2007 in preparation for
our Consolidated Financial Statements for fiscal year ending November
30, 2008 and will commence preparation of comparative Consolidated
Financial Statements on December 1, 2006 for fiscal year ending
November 30, 2007. Accounting principles generally accepted in the
United States will continue to be the pAmary reporting framework for us
up to and including the year ended November 30, 2007.




Changes in Share Capital

During fiscal year 2006 a total of 1.7 million share options wera
exercised, raising gross proceeds of $10.8 million. A total 01 0.9
million shares were repurchased during fiscal year 2006 for total
consideration of $16.5 million. During fiscal year 2005 a total of

1.4 million share options waere axercised, raising gross proceeds of
$5.5 miliion. There were no share repurchases in fiscal year 2005.

On September 11, 2006 we announced the commencement of our
share buyback program up to a maximum of 10% of our issued share
capital, pursuant to the standing authorization granted to the Board at
the Annual General Meeting held on May 15, 2006 for a maximum
aggregate consideration of $300 million. Any such repurchases are
open market repurchases on the Oslo Stock Exchange. As at
November 30, 2006 we had repurchased 914,800 shares for a total
consideration of $16.5 million, Any shares repurchased will either be
cancelled, subject 1o shareholder approval, or held as treasury shares
to meet obligations arising under the Convertible Notes or any
employee share option schemes.

The table below sets out the purchases made to date:

No. of Cemmon Shares Average price paid per

Date repurchased Share in NOK
October 18, 2006 42,000 114.73
October 19, 2006 70,900 115.00
October 23, 2006 25,900 116.25
October 24, 2006 30,000 116.33
October 27, 2008 73,800 118.83
Qctober 30, 2006 242,800 118.53
QOctober 31, 2006 380,000 118.79
November 3, 2006 49,300 11975
December 4, 2006 92,900 116.45
December 21, 2006 5,600 116.75
December 22, 2006 80,300 116.24
January 4, 2007 500,000 114,82
January 5, 2007 500,000 110.45
January 8, 2007 233,900 113.87
January 9, 2007 475,000 114,79
January 10, 2007 401,900 111.33
January 11, 2007 435,700 111.15
January 12, 2007 459,100 111.10
January 17, 2007 £72,500 111.00
January 19, 2007 88,700 112.51
January 28, 2007 20,800 118.76
Januqry 30,2007 ____ 58oo0 119.50
Total repurchased 74&49_.7;05_} 1_1.3.—f_§.2_

Related Party Transactions

Throughout fiscal year 2006, SNSA was no longer a related party as it
sold its remaining shareholding in us in fiscal year 2005 on January
13, 2005.

Corporate Services Agreement

Pursuant to a corporate services agreement, during fiscal years 2008,
2005 and 2004, SNSA supplied, through a subsidiary, risk management
services. The fee for these services is subject to negotiation and
agreement between us and SNSA on an annual basis.

During fiscal year 2005 SNSA supplied risk management services
hetween Decembar 1, 2004 and January 13, 2005. In addition and,
until the end of June 2005, accounting services were provided 1o us
for a lump sum fee and partly for an annual fee based on costs
incurred in rendering those services and for fiscal year 2004, the
services also comprised financial, public relatiens and other services.
The fees for these management services were $0.3 million and $2.6
million for the period to January 13, 2005 and for fiscal year 2004,
respectively. The fees were included as a component of SG&A
expenses in the Consclidated Staternents of Operations.

Other (Receipts) Charges

In addition to the above corporate services, SNSA provided various
other services to us, including certain types of insurance coverage,
payroll administration, and informaticn technology. SNSA received a
reimbursement of cost of insurance premiums of $2.4 million and a
charge of total service fees of $0.5 million mainly related to
management services during fiscal year 2005, The fees paid by us
during fiscal year 2004 were offset by the receip! of final setilement of
certain insurance premiums paid previously, and resulted in a receipt
by us of $0.7 miilion. These fees were included as a component of
S5G&A expenses in the accompanying Consolidated Statements

of Operations.

Captive Insurance Company

SNSA owns Marlowe Insurance Ltd., a Bermuda captive insurance
company {'Marlowe'} through which certain of our interests were
insured. A wholly-owned subsidiary of SNSA owns all of the cormmon
stock of Marlowe and we own ons class of non-voting preference
shares. In light of SNSA's phased sale of its holdings of our stock,
during 2005 we ceased to acquirs insurance from or through Marlowe
with effect from the expiration of the various insurance policies placed
with or through Marlowe. As at November 30, 2006 we have not yet
settled our accounts with Marlowe nor transferred our minority
sharehelding in Marlowe, However, the mechanism for resolving this
matter has been agreed with SNSA and the settlement is expected in
due course upon close out of relevant insurance years. There is no
material exposure to loss as a fesult of this delay in settlement.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

{continued)

Service Mark Agreement

Wae and SNSA were parties 1o an agreement under which we were
granted the right to use the Stolt name and lego, without payment of
any royalty. However, because SNSA sold its interest in us, we were
obliged 10 change our name and logo at SNSA's request. It was
agreed with SNSA that the name and logo could be used until August
31, 2006. We changed our name from 'Stolt Offshore S.A." to *Acergy
S.A., effective on April 10, 2006.

Other Matters

We routinely engage in transactions with a range of other related
parties whose relationship with us arises through the joint ventures
discussed above in 'Investments in and Long-term Funding to Non-
consolidated Joint Ventures”.

Forward-Looking Statements

Certain statemants in this Annual Report, including the message from
the Chairman and the operational review from the Chief Executive
Officer, describe plans, expectations, beliefs, intentions or strategies
regarding the future and constitute ‘forward-lcoking statements’ as
dsfined in the US Private Securities Litigation Reform Act of 1995,
These statements may be identified by the use of words like
‘anticipate’, 'believe’, ‘estimate’, ‘expect’, 'intend’, 'may’, ‘plan’,
‘foracast’, ‘project’, ‘will', 'should’, 'seek’ and similar expressions.
Actual and future results and trends could difter materially from those
set forth in such statements due to various factors. Such factors and
others which are discussed in cur public filings and submissions with
the SEC, are amang those that may cause actual and future results
and trends to differ materially from our forward-looking statements:
our abitity to recover costs on significant projects; the general
economic conditions and competition in the markets and businesses
in which we operate; our relationship with significant clients; the
outcome of legal proceedings or governmental enquiries;
uncertainties inherent in operating internationally; the timely delivery
of ships on order and tha timely completion of ship conversion
programs; the impact of laws and regulations; and operating hazards,
including spills and envircnmental damage. Many of these factors are
bayond cur ability to control or predict. Given these factors, you
should not place undue reliance on the forward-looking statements.
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SELECTED CONSOLIDATED FINANCIAL DATA

Statement of Operations

For the fiscal year ended November 30

2006 2005 2004 2003 2002

(n millions, excep per share data) 3 3 $ $ $
Net operating revenue from continuing operations 2,124.2 1,483.3 1,099.6 1,299.4 1,273.3
Net operating income (loss) frem continuing operations 286.7 152.0 67.9 (356.7) (119.0}
Income (loss) from continuing operations 2209 106.4 44.9 (393.2) (145.2)
Income (loss) from discontinued operations® 15.8 331 (39.8) (24.9) (68.7)
Net income (loss} 236.7 139.5 5.1 (418.1) {151.9)
Net income (loss) per Common Share and Common Share equivalent

Basic:

Continuing operations 1.15 0.56 0.28 {4.25) {(1.71)

Discontinued operations 0.08 Q.17 (0.25} {0.26} {0.08)

Net income (loss) 1.23 0.73 0.03 (4.51) (1.79)

Diluted:

Continuing operations 1.10 0.54 0.28 {4.25) (1.71)

Discontinued operations 0.08 0.17 (0.25) {0.26) (0.08)

Net income (loss) 1.18 o.M 0.03 {4.51} (1.79)
Weighted average number of Common Shares and Common Share equivalents
outstanding:

Basic 192.7 181.1 187.6 92,6 85.0

Diluted 201.1 195.5 159.5 92,6 85.0
(a) Sea Note 3 to the Consolidated Financiel Statements,
Balance Sheet
As at November 30

2006 2005 2004 2003 2002

{in millions. except per share data) _ $ s 5 3 3
Total assets 2,209.2 1,384.5 1,109.0 1,242.7 1,458.6
Current assets less current liabilities
(including current portion of long-term debt and capitaf lease otligations) 484.1 (16.8) (141.0) (159.8) 34.8
Non-current assets B0S.6 557.5 806.2 608.9 868.2
Long-term debt and capital lease obligations
(including currant partion) 509.5 85 69.7 385.0 335.0
Ceferred long-term taxes, accrued pensions and other long-term liabilities 64.2 49,9 456 381 43.4
Shareholders’ aquity 699.7 4557 314.6 107.3 5171
Book value per Common Share 3.63 237 1.65 1.16 5.54
Total number of Common Shares outstanding 192.7 191.9 190.5 92.6 23.3
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of Acergy S.A,
We have audited the accompanying censolidated balance sheets of Acergy S.A. (a Luxembourg company) and subsidiaries (the "Group”) as at |
November 30, 2008 and 2005, and the related consolidated statements of operations, shareholders' equity, and cash flaws for each of the three |
years in the period ended November 30, 2006. These financial statements are the responsibility of the Group's management. Our responsibility '
is to express an opinion on the financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States), Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatament. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accaunting principles used and significant estimates made by management, as well as evaluating the overall financial statement | !
presentation. We believe that our audits provide a reasonable basis for our opinion.

SlusuUIa)e}g [RIOURUl]

In our opinion, such financial statements prasant fairly, in a!l material respects, the financial position of the Group as at November 30, 2006
and 2005, and the results of its operations and cash flows for each of the three years in the period ended November 30, 2006, in conformity
with accounting principles generally accepted in the United States of America.

As discussed in Note 23 to the financial statements, effective December 1, 2005, the Group changed its method of accounting for share-based I |
payments upan the adeption of Statement of Financial Accounting Standards No. 123 (revised 2004} 'Share-Based Payment'. !

Deloitte & Touche LLP
tondon, United Kingdom
February 13, 2007
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CONSOLIDATED STATEMENTS OF OPERATIONS

For the fiscal year ended November 30

2006 2005 2004
(in millions, except per share dara) Nate'™ | $ ]
Net operating revenue from continuing operations 2,124.2 i,483.3 1,099.6
QOperating expenses (1,729.7) (1,244.8) (954.8)
Gross profit 394.5 238.5 144.8
Share in net income of non-consolidated joint ventures 1 41.3 269 15.0
Selling, general and administrative expenses (149.4) (119.9) (111.0}
Impairment of long-lived tangible assets g 2.1) (7.1) (9.4}
Rastructuring credils (charges) 18 - 1.9 (2.7}
Gains on disposal of long-lived tangible assetls and subsidiaries 8 3.9 7.5 29.9
Other operating income {loss), net (1.5) 4.2 1.3
Net operating income from continuing operations 286.7 152.0 67.9
Interest expense (4.2) (4.0} {19.3)
Interest income 18.8 3.9 4.0
Foreign currency exchange gains (losses), net _ b5 (2229 62
ncome before minority interests and taxes from continuing operations 301.8 129.7 58.8
Minority interests (7.3} {10.4) 4.7)
Income before income taxes from comtinuing operations 2945 119.3 54.1
Income tax provision 12 (73.6) (12.9} (9.2}
Income from continuing operations 2209 106.4 44.9
Discontinued operations: 3
Income {loss) from discontinued operations before taxation (18.2) 6.0 (39.8)
Gain on disposal of discontinued operations before taxation 35.1 27.1 -
Income tax provision {1.1) - -
Income (loss) from discontinued operations 15.8 331 (39.8)
Netincome o o 236.7 138.5 5.1
Earnings per Common Share
Netincome {loss) per Common Share and Common Share equivalent:
Basic:
Continuing operations 1.15 0.56 0.28
Discontinued operations 0.08 0.17 (0.25)
Net income 1.23 0.73 0.03
Diluted:
Continuing operations 1.10 0.54 .28
Discontinued cperations 0.08 047 (0.25)
Net income 1.18 0.71 0.03
Weighted average number of Common Shares and
Common Share equivalents cutstanding:
Basic 22 192.7 1911 157.6
Diluted 22 2011 195.5 159.5

a} The accompanying notes are an integral par of these Consolidated Financial Statements.
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CONSOLIDATED BALANCE SHEETS

As at Novembear 30

2008 2005 ﬁ
(in millions) Note™ [] 3 i
Assols ! g l
Current assets: ] B
Cash and cash equivalents 7175 316.0 w
Restricted cash daposits 4 a1 3.2 %
Trade receivables {net of allowance for doubtful accounts) 8 546.1 378.6 %
Inventories and work-in-progress 6 23.5 23.3 =]
Receivables due and short-term advances to non-consolidated joint ventures 11 11.6 16.8 )
Deferred taxes 12 22.9 9.4
Prepaid expenses and othar current assets 81.2 37.1 l
Assets held for sale o 8 167 428 |
Total current assets 1,403.8 827.0 : |
Tangible assets 9 1,098.6 8700
Less accumulated depreciation and amortization 9 {451.0) 4123 __ __.
Total tangible assets, nat 645.6 a57.7
Restricted cash deposits 4 201 1.4
Other intangible asssts 10 4.1 4.3
Deposits and non-current prepayments and receivables 53.8 40.2
Invastments in and advances to non-consolidated joint ventures 11 68.2 27.8
Deferrad taxes 12 8.1 11.4
Prepaid pension asset 13 5.9 4.7
Total assels 2,209.2 1,384.5

Liabilities and shareholders’ equity
Current liabilities:

Current maturities of long-term debt 1% 24 0.8
Accounts payable and accrued liabilities 16 525.8 422.0
Accrued salartes and benefits 75.8 58.1

Atlvance billings 234.8 268.8
Deferred taxes 12 6.6 -
Qther current liabilities 74.3 4.1

Total current liabllities 919.5 843.8

Long-term debt 15 607.1 8.7
Deferred taxes 12 6.9 5.0
Other long-term liabilities 278 3386
Accrued pension liability 13 29.5 11.3
Minority interests 18.7 26.4
Shareholders’ equity:

Common Shares, $2.00 par value 21 389.0 385.5
Treasury Shares 21 (17.5) (1.0}
Paid-in surplus 475.0 461.5
Accumulated deficit (154.3) (391.0)
Accumulated other comprehensive income 7.5 0.7
Total shareholders’ equity i 699.7 455.7
Total liabilitles and shareholders’ equity o o 2,209.2 1,384.5

a) The accompanying notes are an intagral part of these Consclidated Finangial Statements.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
For the fiscal year ended November 30
Accurnutated Totar Compre-
ather Share- hensive
Comman Class B Paid-in  Accumulated Treasury Compreghensive holders' Income
Shares Shares surplus Deficit Shares Incame (loss) aquity {loss)
(i_nﬂlllun:‘ excapt shars data) s _ __S_ _ $ 5 8 3 5
Balance, November 30, 2003 152.5 68.0 404.2 (535.6) (1.0) 19.2 107.3
Issuance of 45,500,000 Common Shares 91.0 - 22 - - - 93.2
Conversion of Class B Shares to Cemmon
Shares 340 (68.0) 34.0 - - - -
Conversion of SNSA Subordinated Debt into
22,727,272 Common Shares 45.5 - 4.5 - - - 50.0
Issuance of 28,900,000 Common Shares 59.8 - 1.8 - - - 61.6
Stock-based compensation - - 26 - - - 26
Net income - - - 5.1 - - 5.1 5.1
Release of deferred gains in respect of
derivative instruments (net of tax of $4.2) - - - - - {17.0) {17.0) (17.0)
Minimum pension liability adjustment
{net of tax of $0.6) - - - - - 3.3 3.3 3.3
Translation adjustments, net - - - - - 85 85 8.5
Comprehensive loss - - - - - - - {0.1)
Balance, November 30, 2004 382.8 - 449.3 {530.5) (1.0) 14.0 314.6
Stock-based compensation - - 9.5 - - - 9.5
Net income - - - 139.6 - - 139.5 139.5
Release of deferred gains in respect of
derivative instrumants (net of tax of $nil} - - - - - {0.6) (0.8) {0.6}
Share of other comprehensive ioss of non-
consolidated joint ventures {net of tax of $nil) - - - - - (4.1} (4.1} {4.1)
Minimum pension liability adjustment
[(net of tax of $0.7) - - - - - (2.5} (2.5} {2.5)
Translation adjustments, net - - - - - (6.1} 6.1} 6.1}
Comprehensive income - - - - - - - 126.2
Exercise of share options 27 - 27 - - - 5.4
Balance, November 30, 2005 385.5 - 461.5 (391.0) (1.0) 0.7 455.7
Stock-based compensation - - 6.2 - - - 6.2
Net income - - - 236.7 - - 238.7 236.7
Deferred gains in respect of derivative - - - - - 4.0 4.0 4.0
instruments (net of tax of $0.8)
Share of other comprehensive loss of non- - - - - - 0.3 03 0.3
consolidated joint ventures (net of tax of $nil)
Minimum pension liability adjustmant - - - - - (10.5) (10.5) (10.5)
{net of tax of $5.0}
Translation adjustments, net (net of $1.3 million - - - - - 13.0 13.0 13.0
gain realized on liquidation of a foreign entity)
Comprehensive income - - - - - - - 243.5
Purchase of 914,800 Treasury Shares at market - - - - {16.5) - (16.5)
value
Exercise of share options 35 = 7.3 - - - 108
Balance, November 30, 2006 389.0 - 475.0 {154.3) (17.5) 7.5 699.7
Accumulated other Comprehensive Income (Loss)
As ol November 30 2008 2005 2004
(nmikonsy S 3 s L]
Minimum pension liability adjustment (15.0} (4.5) (2.0}
Deferred gains on derivative instruments 4.2 0.2 0.8
Share of comprahensive gain (loss) of non-consclidated joint venturas 0.2 {0.1) 4.0
Translation adjustments, net 18.1 5.1 1.2
Total 7.5 0.7 14,0
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CONSOLIDATED STATEMENTS OF CASH FLOW

For the fiscal year ended November 30

2008 2005 2004
(in millions) s 3 3
Cash flows provided by (used In) operating activities

Net income 236.7 139.5 5.1
Adjustmenits to reconcile net income to net cash provided by operating activities:

Depreciation and amonization 58.6 58.6 656
Amortization of dry-docking costs 14.8 12.5 1.7
Impairment of long-tived tangible assets 21 7.1 9.4
Equity in net income of non-conscelidated joint ventures {41.3) {26.8} (15.0)
Cividends from non-consolidated joint ventures 14.8 14.0 8.7
Minority interest in consalidated subsidiaries 7.3 10.4 47
Shara based compensation charge 8.2 9.5 28
Detarred tax 4.1 2.8 {13.8)
Gain on sale of longived assels (38.0) (30.8) (4.7)
Gain on sale of subsidiaries (1.0) {3.8) (25.2)
Proceeds from insurance claim {3.5) - -
Changes in operating assets and llabilities, net of acquisitions:

Trade receivables (128.9) (156.8) 146.4
Prepaid expenses, other current assets and long-term receivables (29.1) (7.4} 2.5
Net realized mark-to-market hedging transactions 4.0 {0.6) (17.0)
Inventories and work-in-progress 0.6 1.7} 31
Accounts payable and accrued liabilities (5.1) 106.1 (134.3)
Advance billings (56.0) 139.7 101.2
Accrued salaries and benefits 12.5 7.3 (1.4
Other short-term and other long-term liabilities (7.0) 8.5 58
Payments of dry-docking costs {13.6) (16.7) (14.7)
Net cash provided by operating activities 38.2 271.3 152.1
Cash flows provided by (used in) investing activities

Cash acquired as a result of the consolidation of Senamet and Sonacergy following adoption of FIN4GR - - 328
Proceeds from sale of subsidiaries, net of cash disposed 1.7 19.9 366
Proceeds from sale of tangible assets 81.1 51.8 38.4
Proceeds from insurance claim 35 - -
Purchase of tangible assets (193.2) (81.3) {34.2)
investment in non-consolidated equity investees - - (4.8}
Advances 1o non-consolidated joint ventures {11.5) (1.9} (5.2}
Repayments from non-consclidated joint ventures 1.1 - 3.3
Net cash (used in) provided by investing activities L {117.3) (11.5) 66.8
Cash flows provided by (used in) financing activities

Bank overdraft - - {2.5)
Repayments of existing bank credit facilities - (60.0) (330.8)
Convertible Debt, net of issuance costs 490.8 - -
Loan from minority interest shareholder - (0.2) 8.7
Share Buy Backs {16.5} - -
Gross proceeds from share issuances - - 165.9
Fees related to share issuances - - (10.9)
Exercise of share options 10.8 5.5 -
Dividends paid to minority interasts {16.3) (16.5) (3.9}
Net cash {used in) provided by financing activities 488.8 {71.3) {172.5)
Effact of exchange rate changes on cash and cash equivalents 11.8 (7.5) 6.7
Net Increase in cash and cash equlvalents 401.5 181.0 5341
Cash and cash equivalents at beginning of year 316.0 135.0 81.9
Cash and cash equivalents at end of year 717.5 316.0 135.0

The accompanying nates are an integral part of these Consolidated Financial Statements. Details ol non-cash transactions are provided in Note 2 to the Cansclidated Financial Statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. The Group

Acergy $.A., a Luxembourg company, together with its subsidiaries
{collectively, ‘us'} is one of the largest offshore services contractors
in the world based on ravenues. We are a seabed-to-surface
engineering and constructicn contractor for the offshore oil and gas
industry worldwide. We plan, design and deliver complex, integrated
projects in harsh and challenging enviranments,

The market for our services is dependent upon the success of
exploration and the level of investiment in offshore exploration and
production by the major oil companies. Such investment is cyclical
in nature.

We changed our name to 'Acergy S.A.", at a meeting of shareholders on
April 3, 2006 and the name changs became sffective on April 10, 2006.

2. Accounting Policies

Principles of Consclidation

The Consclidated Financial Statements, reported in US dollars, have
heen prepared in accordance with accounting principles generally
accepted in the United States ('US GAAP'), and include the accounts
of all majority-owned companies in which we have operating control
and which are not variable interest entities, as well as variable interest
entities for which we are the primary beneficiary. All intra-group
transactions and balances have been eliminated.

We have invested in several joint ventures. These include Nautical
Vessels Pte Limited and SapuraAcergy Sdn Bha (collectively
‘SapuraAcergy’), Seaway Heavy Lifting ('SHL'}, NKT Flexibles |/S
('NKT Flexibles’), EPIC JV {'EPIC’) and project-spacific joint ventures.
In these joint ventures, we have economic and voting interests of
17.5% to 50%.

Wa account for our investments in non-consolidated joint ventures
under the equity method. We accrue losses in excess of the
investment value for such entities only when we are committed to
provide ongeing financial support to the joint ventures.

Up until May 31, 2004, the equity method was applied to Sonamet
Industrial 5.A.R.L. ("Sonamet’}, and Sonacergy Servicos E
Construgdes Petroliferas Lda (‘'Sonacergy'), where we own 55% of the
voling interest. This was because cur ability 10 contrel the operation of
the investee is restricted by the significant participating influence of
the other main sharehoider, Sociedade Nacional de Combustiveis de
Angola - Sonangol U.E.E. ('Sonangol’}. Certain operating decisions
reguire unanimous agreement of the Board, which has equal
representation from the two principal joint venture partners.

In Decembar 2003, the Financial Accounting Standards Board
{'FASB") issued a revision to Interpretation No. 46 'Consolidation of
Variable Interest Entities, an Interpretation of ARB No. 51’ {'FIN 46R’).
FIN 4BR clarifies the application of ARB No.51 'Consolidated Financial
Statements’ (o certain entities in which equity investors do not have
the characteristics ot a controlling financial interest or do not have
sufficient equity at risk for the entity to finance its activities without
additional subordinated financial support. FIN 46R requires the
consolidation of these entities, known as Variable Interest Entities
{'VIEs'}, by the primary beneficiary of the antity. The primary
beneficiary is the entity, if any, that will absorb a majority of the
entity's expected losses, receive a majority of the enlity's expected
residual returns, or both.
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We believe that both Sonamet and Sonacergy have the characieristics
of VIEs, and that we are the primary beneficiary. Accordingly, we
commenced accounting for these twe entities as consolidated
subsidiaries with effect from May 31, 2004, the date of our adoption

of FIN 46R. No restatement of prior periods was required.

Use of Estimates

The preparation of financial statements in conformity with US GAAP
in the United States requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities
and disclosures of contingent assets and liabilities as at the dates

of the financial statements and the reported amounts of revenues
and expenses.

In the preparation of these Consolidated Financial Statements,
estimates and assumptions have been made by management
including costs to complete projects, an assessment of percentage-
of-completion of projects, recognition of revenue in respect of
variation orders and claims, the selection of useful lives of tangible
and intangible assets, expected future cash flows from long-lived
assets to support impairment tests, provisions necessary for trade
receivables, the carrying value of non-consolidated joint ventures,
income tax valuation allowances, income tax contingencies,
provisions for legal disputes and assessment of the probability of
occurrence of hedged transactions. Actual results could differ from
those estimates.

The financial reporting of our contracts depends on estimates,

which are assessed continually during the tarm of these contracts.
Recognized revenues and income are subject to revisions as the
contract progresses to completion and refinements in estimates are
reflected in the period in which the facts that give rise to the revision
become known. Additional infermation that enhances and refines the
estimating process that is obtained after the balance sheet date but
before issuance of the financial statements is reflected in the financial
statements. The positive (adverse) impact on gross profit from
continuing operatiens of significant revisions to contract estimates
was $74.2 million, $80,3 million and $43.8 million, in fiscal years 2008,
2005 and 2004, respectively. The adverse impact on income (loss)
before income taxes from discontinued operations of significant
estimates to contract estimates was $(18.7) million, $(15.4) million
and $(27.7) million in fiscal years 2006, 2005 and 2004, respectively.
The net effect of thesa revisions to basic earnings per share for
continuing operations was $0.39, $0.32 and $0.28 in fiscal years
20086, 2005 and 2004, respectively. These eftects also reflect
adjustments recorded in respect of events, claim settlements and
revisions of cost estimates, which tock place during the time period
between the fiscat year-end and the publication of our financial
statements unless the underlying event is outside the normal
exposura and risk aspects of the contract in which case if material
the event is disclosed as a subsequent event in Note 28 to the
Consolidated Financial Statermnents below.




2. Accounting Policies {continued)

Revenue Recognition

Long-term contracts are accounted for using the percentage-of-
complstion method. We apply Statement of Position 81-1 'Accounting
tor Performance of Certain Construction-Type Ceontracts’. Revenue
and gross profit are recognized each period based upon the
advancement of the work-in-progress unless the stage of completion
is insufficient to enable a reasonably certain forecast of gross prefit to
be established. In such cases, no gross profit is recognized during
the period. The percentage-of-completion is calculated based on the
ratio of costs incurred to date to total estimated costs, taking into
account the leve! of completion. The percentage-of-completion
method raquires us to make reascnably dependable estimates of
progress toward completion of contract revenues and contract costs.
Provisions for anticipated losses are made in the period in which
they become known,

A major porticn of our revenue is billed under fixed-price contracts.
Howavar, due to the nature of the services performed, variation
orders and claims are commonly billed to clients in the normal course
of business and are recognized as contract revenue where recovery
is probable and can be reasonably estimated. In addition, some
contracts cantain incentive provisions based upon performance in
relation to established targets, which are recognized in the contract
estimates when the targets are achieved. As at November 30, 2006
and November 30, 2005 no revenue relating to unagreed claims or
disputed receivables was included in reported revenue or receivables
that has not been subsequently collected in full.

During the course of multi-year projects the accounting estimate for
the current period and/or future periods may change. The effect of
such a change, which can be upward as well as downward, is
accountsad for in the period of change and the cumulative income
recognized to date is adjusted to reflect the latest estimates. These
ravisions 10 estimate will not result in restating amounts in pravious
periods. Ravisions of estimates are calculated on a regular basis.

Wa reporn our operating revenue on a gross basis with regard to any
related expenses in accordance with EITF Issue No. 89-18 'Reporting
Revenue Gross as a Principal versus Net as an Agent’. We reported
operating expenses of $1,729.7 million, $1,244.8 million and $954.8
million for the years ended November 30, 2006, 2005 and 2004,
respectively, which consists of costs associated with or directly
related to, project work. These types of costs include direct costs
related to a contract {e.9. procurement costs, cost of goods sold, and
subcentract costs); personnel costs {e.g. salaries and benefit costs);
vassel and squipment costs (e.g. vessel hire, equipment rental,
maintenance and repair costs, mobilization costs, fuel, logistics and
insurance costs); depreciation and amortization; and administrative
costs for support embedded within projects.

Selling, General and Administrative ( SG&A') Expenses

SG&A expenses include the following costs: personnel and
employment, training and development, travel and entertainment,
information systems, communications, office costs, publicity and
advertising, and professional fees. These costs are incurred by the
following functions: executive management, regional management,
office management, risk and insurance management, finance,
accounting, treasury, legal, information technology, business
development and human resources,

Cash and Cash Equivalents
Cash and cash equivalents include time deposits and certificates
of deposit with an original maturity of three months or less.

tnventory

In detarmining the cost of inventery the weighted average cost
method is used. Inventory is valued at the lower of cost and market
value, with provisions made against slow-moving and obsoclete
items, Provisions for excess and obsclete items are analyzed at
least annually en the basis of inventery counts, reviews of recent
and planned inventory use, assessments of technical obsolescence,
and physical inspections.

Discontinued Operations

We classity assets and disposal groups as discontinued operations in
aceordance with Statement of Financial Accounting Standard (‘'SFAS'}
No. 144 'Accounting for the Impairment or the Disposal of Leng-lived
Assets', when the operations and the cash flows of the disposal group
can be clearly distinguished, operationally and for financial reporting
purposes, from the rest of our operations; the oparations and cash
flows of the asset and disposal groups are eliminated from ongoing
operations; and there is no significant continuing involvement after
the disposal transaction. In the period an asset or disposal group has
been disposed of, or is classified as held for sale, the results of the
operations are reported as discontinued operations in the current

and prior periods. In accordance with EITF No, 87-24 “Allocation of
Interest to Discontinued Cperations’ we have allocated interest to
discontinued cperations. General corporate overheads are allocated
to continuing operations.

Assets Held for Sale

Wae classify assets and disposal groups as being held for sale in
accordance with SFAS No. 144, when the following criteria are met:
management has committed to a plan to sell the assat (disposal
group); the assat (disposal group) is available forimmediate sale in
its present conditicn; an active program to locate a buyer and othar
actions required 1o comptete the plan to sell the asset (disposal
group} have been initiated; the sale of the asset {disposal group) is
probable, and transfer of the asset (disposal group} is expected 1o
qualify for recognition as a completed sale, within one year, the asset
{disposal group) is being actively marketed for sals at a price that is
reasonable in relation to its current fair value; and actions required to
complete the plan indicate that it is unlikely that significant changes to
the plan will ba made or that the plan will be withdrawn.

Long-lived assets or disposal groups classified as held for sale are
measured at the lower of their carrying amount or fair value less cost
to sell. These assets are not depreciated once they meet the criteria
1o be held for sale.

Long-lived Tangible Assets

Tangible assets are recorded at cost. Interest costs incurred between
the date that financing is provided for a qualifying asset and the

date that the asset is ready for use are capitalized. For the fiscal

year ended November 30, 2006 $nil of interest was capitalized

(20C5: $0.3 million, 2004: $nil).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

{continued)

2. Accounting Policies (continued)

Depreciation of tangible assets is recorded on a straight-line basis
over the useful lives of the assets as follows:

Construction supponrt ships
Cperating equipment
Buildings

Other assels

10 to 25 years
3to 10 years
20to 33 years
3to 7 years

Ships are depreciatad to a residual value ot 10% of acquisition cost,
which reflects management's estimate of salvage or otherwise
recoverable value. No residual value is assumed with respect to other
tangible assets. Costs for fitting out construction support ships are
capitalized and amortized over a period equal 1o the remaining useful
lile of the related equipment,

Depreciation and amortization expense from continuing operations
was $58.6 million for the fiscal year ended November 30, 2006
{2005: $56.9 million, 2004; $60.8 million}.

Depreciation and amortization expense from discontinued operations
was $nil million for the fiscal year ended November 30, 2006
(2005: $1.7 million, 2004: $5.0 millicn).

Dry-docking Costs

Dry-docking costs are capitalized and amortized over the period
between vessel dockings, which is typically between two and five
years. Amortization of capitalized dry-docking costs fram continuing
operations was $14.8 million for the fiscal year ended November 33,
2006 (2005: $11.6 million, 2004: $9.5 million). The unamortized
portion of capitalized dry-docking costs for the year ended November
30, 2006 of $28.5 million (2005: $31.2 million) is included in ‘Deposits
and non-current prepayments and receivables’ in the Consolidated
Balance Sheats.

Maintenance and repair costs from continuing operatiens, which are
expensed as incurred, ware $59.5 million for the fiscal year ended
November 30, 2006 (2005:; $48.1 million, 2004: $36.8 million}.

Impairment of Long-lived Assets and Intangible Assets with
Finite Lives

In accordance with SFAS No. 144, long-lived assets and imangibles
with finite lives are tested for recoverability whenever evants or
changes in circumstances indicate that the carrying amount may not
be recoverable. In performing the review for impairment, we estimate
the future cash flows expected to result from the use of the asset and
its sventual disposition. If the undiscounted future cash flow is less
than the carrying amount of the asset, the asset is deemed impaired.
The amount of the impairmant is measured as tha difference between
the carrying valus and the astimated fair value of the asset. The fair
value is determined either through the use of an external valuation,
or by means ol an analysis of future cash flows on the basis of
expected utilization and daily charge-out rates. Where cash flow
forecasts are used, any imgairment charge is measured by
comparing the carrying value of the asset against the net present
value of {uture cash flows, discounted using our weighted average
cost of capital.

Other Intangible Assets
Intangikles with indefinite lives are not amortized, but tested for
impairment annually or whenever impairment indicators arise.
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Impairment ot Investments in Non-consolidated Joint Ventures
We review our investments in non-consolidated jcint ventures
periodically fo assess whether there is an other than temporary decline
in the carrying value of the investment. We consider, amaong other
things, whether or not wa are able to recover the carrying value of

the investment and whether or not the investes's ability to sustain an
earnings capacity would justify the carrying value of the invesiment. A
provision is made against non-collectibility of loans and advances made
to non-consolidated joint ventures when it is probable that we will be
unable to collect all amounts due according to the contractual terms

of the agreement under SFAS No. 114 *Accounting by Creditors for
Impairment of a Loan’'.

Income Taxes

We account for income taxes in accordance with SFAS No. 109
‘Accounting for Income Taxes', which requires that deferred tax
assets and liabilities be recegnized using enactad tax rates for the
effect of temporary differences between book and tax bases of
recorded assets and liabilities. Deterred tax assets and liabilities are
determined based on the differences between the financial reporting
and tax basis of assets and liabilities and are measured by applying
enacted tax rates and laws to taxable years in which such differences
are expected to reverse. A valuation allowance is established to
reduce the amount of deferred tax assets to an amount that we
believe, based upon all available evidence, is more likely than not to
be realized. We cperate in many countries and are therafore subject
to the jurisdiction of numerous tax authorities as well as cross-border
tax treaties concluded between governments. Qur operations in these
countries are taxed on different bases: net income, deemed profit
(generally based on the revenue} and withholding taxes based on
revenue. In the nermal course of our business our tax filings become
subject to enquiry and audit by the tax authorities in jurisdictions
where it has operations. We have received assessments from tax
authorities and they are at various stages of appeal. We believe we
have defensas against the issues being raised and have provided for
the tax when information available prior to the issuance of the
tinancial statements indicates it is probable that the liability has been
incurred at the date of the financial statements and the amount of the
tax can be reasonably estimated. There can be no assurance that the
aventual outcome will be in line with the position we have currently
taken, We intend indefinitely to reinvest the unremitted earnings of cur
foreign subsidiaries incorporated in those countries which impose
withhelding or remittance taxes, and accordingly have made no
provision for withholding and remittance taxes that would be due it
such remittances were made.,

Debt Costs

Costs incurred in connsaction with issuance of debt, such as facility fees,
are treated as a deferred charge and classified as a non-current asset.
Such costs are amortized over the life of the debt as additional interest.

Convertible Notes

We account for our Convertible Notes in accardance with APB No.
14: Accounting for Convertible Debt and Debt Issued with Stock
Purchase Warrants and therefore no portion of the proceeds from
the issuance of the Convertible Notes is attributed to the conversion
feature. The costs incurred in connection with the issuance of the
Convertible Notes are treated as a deferrad debt cost and amortized
over the life of the Convertible Notes. If the Convertible Notes are
converied at the option of the holders the deferred debt cost will

be expensed immediately.




2. Accounting Policies (continued)

Restructuring Charges

We account for restructuring charges in respect of existing post-
employment plans, which includes statutory legal requirements to
pay redundancy costs, under SFAS No. 112 'Employer’s Accounting
for Post-Employment Benefits’. In these circumstances, we recognize
a praovision for redundancy costs at the date that it is probable that
the employee will be entitled to the benefits and when these can be
reasonably estimated.

Where the termination costs are of a ‘one-time’ involuntary nature we
apply SFAS No. 146 "Accounting for Costs Associated with Exit and
Disposal Activities’. This includes costs for redundancies, which are
over and above the statutory requirements, and the costs for vacated
property. Wa provide for these cosis at fair value at the date the
termination plans are communicated to employees and when we are
committad to the plan, and it is unlikely that significant changes will
be made to the plan.

Recognition of Provisions for Conlingencies

We, in the ordinary course of business, are subject to various ctaims,
suits and complaints. Management, in consultation with internal and
external advisers, will provide for a contingent loss in the financial
statements if it is probable that a liability has been incurred at the
date of the financial statements and the amount of the loss can be
reasonably estimated. In accordance with SFAS No. 5 ‘Accounting
for Contingencies’, as interpreted by FASB Interpretation No. 14
‘Reasonabie Estimation of the Amount of a Loss’, if we have
determined that the reasonable estimate of the loss is a range and
that thera is no best astimate within the range, we will provide the
lower amount of the range. Legal costs are expensed as incurred.

We also provide for warranty costs arising in relation to our long-term
contracts if they qualify for recognition in accordance with SFAS

No. 5, as detailed above. At the conclusion of each project, an
assessment is made of the areas where potential claims may arise
under the contract warranty clauses. Where a specific risk is identified
and the potential for a claim is assessed as probable and can be
reasonably estimated, an appropriate warranty provision is recorded.
Warranty provisions are eliminated at the end of the warranty period
except where warranty claims are still outstanding. The movements

in the warranty provisions are summarized below:

For the fiscal year ended November 30

2006 2005
{in milligns} LE _s
Balance at the beginning of the year - 6.5
Charged during the year 0.7 24
Released during the year - (8.9}
Balance at the end of the year 0.7 -

Research and Development Expenditure
The costs of research and development are expensed as incurred.

Minority interest

Woe record minority interest expense, which reflects the portion of the
earnings of the consclidated operations that are applicable to the
minarity interest partners. The mincerity interest amounts recorded in
the accompanying Consolidated Financial Statements primarily
represent the share of mincrity partners' interest of 33'/,% in Alto
Mar Girassol, and 45% in both Sonamet and Sonacergy.

Treasury Shares

Capital stock acquired that is not retired is carried at cost and reflected 1
as a separate reduction of shareholders’ equity. As at November 30, f
2006 1,783,821 Common Shares (2005; 879,121 Common Shares) l
were held as Treasury Shares. 879,121 Common Shares are held by

an indirect, wholly-owned subsidiary of Acergy S.A. l

Earnings per Share

Earnings per share are computed using the weighted average .

number of Common Shares and Common Share equivalents :

outstanding during each period. In accordance with the ‘if-converied’ .

method in SFAS No. 128, 'Earnings per Share', the Convertible Notes |

are included in the diluted earnings per shars if the etfect is dilutive |
H
!
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regardless of whether the conversion price has been met. [f the etfect
is dilutive the Convertible Notes are included in the weighted average
number of Common Shares and Common Share equivalents from the
beginning of the period or date of issua if later.

|

Share-Based Compensation

We adopted SFAS No.123 (revised 2004) ‘Share-Based Payments’
("SFAS No.123(R)'} from December 1, 2005 using the modified
prospective application method. Accordingly, we did not restate
our previously issued results for the portion of awards that had
vested at the date of adeption and future periods include accrued
compensation expense reflecting a portion of the fair value of the
unvested options. Compensation expense is based on the fair value
of an award at the date of grant and is recognized cver the requisite
service period using the graded vasting attribution method. The
determination of the grant date of all options is based on the date
of approval by the Compensation Committee.

Prior to the adoption of SFAS No.123{R) we accounted for our stock
options using the intrinsic-value method prescribed in Accounting
Principles Board Opinion No. 25 ‘Accounting for Stock Issued to
Employees’ (‘APB No. 25"). Accordingly, compensation costs of stock
options were measured as the excess, if any, of the quoted market
price of our stock at the measurement date over the option exercise
price and ware charged to operations over the vesting period using
the graded vesting attribution method. For plans where the
measurement date occurred after the grant date, referred 1o as
variable plans, compensation cost was prior 1o December 1, 2005
remeasured on the basis of the current market value of our stock at
the end of each reporting pericd for the periods pricr to adoption of
SFAS 123(R). For all periods presented here we recognize
compensation expense for variable plans with performance
conditions if achievement of those conditions becomes probable.

As required by SFAS No. 123 'Accounting for Stock-Based
Compensation’ ('SFAS No. 123", we have included below the

required pro forma disclosures for the periods prior 1o adoption of SFAS
123(R) as if the fair-value method of accounting had been applied.

As required by SFAS No.123, our net income (loss) would be
changed to the following pro forma amounts if the fair-value method
of accounting had been applied. The compensation cost is charged
to operations using the graded vesting attribution method, except
for options granted under the Sentor Management Incentive Plan
("5MIP'), which are charged to operations on a straight-line basis,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(continued)

2. Accounting Policies (continued)

For the fiscal year ended November 30

2005 2004
{in millions, excep! per share data} $ s
Net income, as reported 139.5 5.1
Add back: SMIP cost expensed as per APB Opinion No. 25, net of tax a.5 26
Total stock-based employes compensation expense determined under the fair value
method, net of tax (5.1} (4.4)
Net income pro forma 143.9 3.3
Income per share, as reported:
Basic 0.73 0.03
Diluted 0.71 0.03
income per share pro forma:
Basic 0.75 0.02
Diluted 0.74 0.02

Fareign Currency Transtation

We are incorporated in Luxembaurg and given the nature of our business we operate in a US dollar economic environment. Qur reporting
currancy is the US dolar. The functional currencies of the companies that comprise the Acergy Northern Europe and Canada segment are
dspendent upon the geographical location of the activities and are sither Norwegian krone, British pound sterling, Canadian doflar, or US
dollar. The US dollar is the functional currency of the most significant subsidiaries within Acergy North America and Mexico, Acergy South
America and Acergy Asia and Middle East. In Acergy Africa and Mediterranean, the functional currencies of the most significant subsidiaries
ara the Eure and US dollar. We believe that the US doltar is the currency of the primary ecenomi¢ environment in which we operate.

Exchange gains and losses resulting from transactions denominated in a currency other than that of the functional currency are included in
'Foreign currency exchange (losses) gains, net' in the accompanying Consolidated Statemenis of Operations except for those arising on ‘Trade
receivables’ and ‘Accounts payable and accrued liabilities’ balances which are classified as ‘Operating expenses’. In accordance with SFAS
Na. 52 ‘Foreign Currency Translation’, unreatized foreign exchanga gains and losses on revaluation of long-term intra-group balances, which
are not planned or anticipated to be settled in the foreseeable future, are included within ‘Accumulated Other Comprehensive Income’ (‘OCI').

We translate the financial statlements of our subsidiaries from their functional currencies (usually local currencies) into US dollars. Assets and
liabilities denominated in foreign currencies are translated at the exchange rates in effect at the balance sheet date. Revenue and expenses
are translated at exchange ratas which approximate the average exchange rates prevailing during the period. Tha resulting translation
adjustments are recorded in a separate component of OCl as ‘Translation adjustments, net’ in the accompanying Consolidated Statements
of Shareholders’ Equity.

Derivatives and Hedging Activities
Woe operate in a large number of countries throughout the world and, as a result, are exposed to currency fluctuations largely as a result of
incurring operating expenses in the normal course of business.

Wa do not entsr into open speculative positions. We account for derivatives {foreign exchange forward and swap contracts) in accordance
with SFAS No. 133 'Accounting for Derivative Instruments and Hedging Activities’, as amended, which requires that all derivative instruments
be reported on the balance sheet at fair value and establishes criteria for designation and effectiveness of hedging relatienships. Hedging
effectiveness is measurad quarterly using the dollar-offset method applied on a cumulative basis, If the derivative is designated as a cash
flow hedge, the effective portions of the changes in the fair value of the derivative instrument are recorded in OC| in the Consclidated
Balance Sheets until the hedged item affects earnings, and ineffective or excluded poriions of changes in the fair value are recognized

in the Consolidated Statements of Operations - ‘Foreign currency exchange (losses) gains, net’ as they arise. If the derivative instrument is
terminated or settled prior to the expected maturity or realization of the underlying hedged item or if the hedging relationship is otherwise
terminated, hedge accounting is discontinued prospectively.
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2. Accounting Policies (continued)

Supplemental Cash Flow Information |
The following table sets forth non-cash financing and investing activities and selacted cash flow information. The table summarizes the ;
following non-cash transactions: in fiscal year 2004, the conversicn of Class B Shares into Commeon Shares; the conversion of the Stolt-Nielsen '
S.A. SNSA’) Subordinated Note into Common Shares; the replacement of existing bank credit lines with a new facility; and the settlement of ‘

proceeds due from the Lobito Yard disposal via offset against other working capital balances. In fiscal year 2005, it includes the non-cash
proceeds on disposal of Paragon Engineering Services, Inc. There were ne such non-cash transactions in fiscal year 2006.
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The following table also discloses interest and incoms taxes paid for all three fiscal years.

For the fiscal year ended November 30

,
1
I
1
|
2008 2005 2008 |
1
|
[

{in millions) $ $ L]

Non-cash activities:

Conversion of Class B Shares into Common Shares - - (68.0}) {
Conversion of SNSA Subordinated Note by issuance of 22.7 million Common Shares - - {50.0) L. j
Drawdown of bank credit lines - - 60.0

Fees on drawdown of credit lines - - (5.8}
Replacement of existing bank credit facilities - - (54.2)
Settlement of disposal of Lobite Yard assets - - 5.4

Non cash proceeds on disposal of Paragon Engineering Services, Inc. - {4.4) -

Other selocted cash flow information:

Interast paid {1.5) {4.0) (14.0)

Income taxes paid (85.5) (19.3) (16.0)

Impact of Recently Issued but not yet Adopted New Accounting Standards

Uncertain Tax Positions

In July 2006, the Financial Accounting Standards Board ('FASB’) issued FASB Interpretation No. 48, (‘'FIN 48°) 'Accounting for Uncertainty
in Income Taxes' to clarity the accounting for uncertain tax positions stated in FASB Statement No. 109 'Accounting for Income Taxes'. The
guidance provides a two step process for the evatuation of a tax position under FIN 48. The first requirement is to recognize a tax position
reponted or expecied 1o be reported in a tax return only if the position is more likely than not to be able to sustain an examination based on
technical merits presuming that the position will be examined by the relevant taxing authority who will have full knowledge of all relevant
infarmation, The secend is to measure the tax position which meets the recognition crileria above at the highest value of the benefit which
is mora likely than not to be recognized upon ultimate settlement,

FIN 48 also provides guidance on de-recognition, classification, interest and penalties, accounting in interim periods, disclosure and transition
issues. As FIN 48 is effective for fiscal years beginning after December 15, 2008 it is effective for us in the fiscal year beginning December 1,
2007, We are currently assessing the effects of FIN 48 and have not yet determined the impact on adoption of this interpretation on our
financial statements.

Post-Retirement Benefit Plans

In September 2006, the FASB issued Statement of Financial Accounting Standards ('SFAS'} No. 158 ‘Emptoyers’ Accounting for Defined
Benefit Pension and Other Post-Retirement Plans, an amendment of FASB Statements No. 87, 88, 106 and 132{R)". This statement requires
an entity to recognize the over-funded or under-funded status of its post-retirement benefit plan(s} as an asset or a liability in its financial
statements. The transition date for recognition of an asset or liability related to the funded status of an entity's plan(s} and the disclosure
provisions are effective for fiscal years ending December 15, 2006 and are efective for us in the fiscal year ending November 30, 2007. If we
had adopted the recognition provisions of SFAS No.158 as at November 30, 2006 we would have been required t¢ recognize an additional
pre-tax liability for our under-funded status of $11.7 million. A resulting adjustment to the closing batance of Accumulated OCI net of deferred
tax, would also have been recorded for those amounts not included in net periodic benefit cost.

International Financial Reporting Standards

Acergy S.A. is domiciled and registered in Luxembourg and the Luxembourg autherities have granted us an exemption from the requirement
to adopt International Financial Reporting Standards {'IFRS') until the accounting pariod beginning on or after January 1, 2007, We will be
adopting IFRS on December 1, 2007 in preparation for our Consolidated Financial Statements for fiscal year ending November 30, 2008 and
will commence preparation of comparative Consolidated Financial Results on December 1, 2006 for fiscal year ending November 30, 2007.
US GAAP will continue to be the primary reporting framework for us up to and including the year ended November 30, 2007,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

{continued)

3. Discontinued Operations

The amount of revenues and pre-tax losses reported in discontinued operations were as follows:

For the fiscal year ended November 30

2008 2005 2004
{in millions} o . $ $ $
Revenues from discontinued operations® 66.6 222.6 142.3
Interest expense allocated to discontinued operations - 0.3 0.6
Incoma {loss) from discontinued operations before taxation (18.2} 6.0 {39.8)
Gain on disposal of discontinued operations before taxation 351 271 -
Income tax provision {1.1} - -
Income {loss) from discontinued operations 15.8 33.1 (39.8)

a) Income from discantinued operations by segment is given in Note 20 "Segment and Related Intormaticn’ below.

During the fiscal year ended November 30, 2005 as part of our decision to re-focus Acergy North America and Mexico operations on our core
expertisa of deepwater Subsea Umbilicals, Risers and Flowlines ('SURF') we identified for disposal a number of our assets in the Inspection,
Maintenance and Repair ('IMR') and Conventional segments. The ships and barges offered for sale were the Seaway Defender, American
Constitution, American Star, American Triurnph, American Victory, American Diver, American Liberty, Seaway Kestre! and the DLB801.The shora
support bases at Fourchon and Port of Iberia in the state of Louisana in USA and the equipment at these bases were also offered for sale,

An asset purchase agreement to sell the above assets for $122.9 million in cash was signed April 11, 2005 with Cal Dive International Inc., ('Cal
Dive'). The agreement was later amended on October 31, 2005. The first seven ships listed above and the shore support bases and equipment
at these bases ware sold to Cal Dive on October 31, 2005 for a total of $42.5 million cash and resulted in a gain of $27.1 million. The sale of the
derrick lay-barge DLB80T and the reel and pipelay ship Seaway Kestre! was complated on January 8, 2006 and March 15, 2006 respectively for
a total of $80.4 million cash and resulted in a gain of $35.1 millien.

Discontinued cperations in fiscal year 2006 represents the results of Conventional projects offshore Trinidad and Tobago that were in progress
at the date of the agreemant with Cal Dive. After the 2005 year-end, the Seaway Kestre! and the DLBB01 continued with their specific work
programs to complste the remaining scope of work on the these projects offshore Trinidad and Tobage up to the dates they were sold to Cal
Dive after which third-party assets were contracted to finalize these projects. The one project remaining at November 30, 2006 was completed
in the first quarter of fiscal year 2007. The related discentinued operations will cease during fiscal year 2007.

4. Restricted Cash Balances

Restricted cash balances comprise both funds held in a separate bank account, which will be used to setfle accrued taxation liabilities, and
deposits made by us as security for certain third-party obligations. Restrictions on cash that expire after more than one year are classified
under non-current assets. There are no cther significant canditions on the restricted cash balances.

5. Trade Receivables

Trade receivables as at November 30, 2006 of $546.1 million {2005; $378.6 million} are net of allowances for doubtful accounts of $2.4 million
(2005: $5.6 million). Included in trade receivables as at November 30, 2006 was $187.1 million (2005: $70.0 million) of unbilled receivables
ralating to revenue recognized on the basis of the percentage-of-complation mathod. As at November 30, 2006, the amounts withheld by
clients as retantions were $24.5 million (2005: $14.1 million). Retention constitutes an amount of trade receivables withheld by a client as

a guarantes, to be paid on project completion.

As at November 30, 2006 and Novemnber 30, 2005, no material amounts were included under trade receivables that were under dispute.

Concentration of Credit Risk
Substantially all of our trade account receivables are from companies in the il and gas exploration and production sector, We perform

ongoing credit evaluations of our clients’ financial condition and limit the amount of credit extended when deemed necessary but generally
require no collateral.

As at November 30, 2006, accounts receivable include $115.8 million (2005: $51.0 million) in respect of the largest cliert and $68.0 million
{2005: $43.1 million), in respect of the second largest client.

ACERGY &%ritAL REPORT AND ACCAUNTS 2008




6. inventories and Work-in-progress

Inventories and work-in-progress are stated at the lower of cost or market vatue and comprise the following:

As at November 30

P

Sju2UID}R}g [RIDURUL] |

2008 2005
(in millions) o L L B 3 3
Materials and spares 15.0 12.7 i
Consumables 8.5 8.3
Waork-in-progress o L - 23
Total 235 23.3

7. Employee Loans !
Included in prepaid expenses and other current assets are loans to employees of $1.4 million in fiscal year 2006 (2005: $1.3 million). These
consist primarily of salary and traval advances to & large number of employees in furtherancs of our business.

8. Assets Held for Sale

Assets held for sale as at November 30, 2006 were as follows:

L

+ J-Lay tower, in Acergy Africa and Mediterranean, which is expected to be sold to cur Joint Venture, SapuraAcergy, as part of the
sharehelders agreement, far proceeds of $18.¢ million. The sale is expected to be completed in the first half of fiscal year 2007.

As at November 30, 2006, our disposal groups he'd for sale comprised assets of $16.7 million (2005: $42.8 millicn), which are detailed as
follows:

Assels held for sale

As at November 30

J-Lay Tower 2008 2005
{in millicns) H $ 5
Inventories and work-in-progress - - 0.5
Net long-lived tangible assets 18.7 16.7 41.3
Deposits and non-current receivables - - 1.0
Total assets heid for sale 16.7 18.7 42.8
The allocation of assets held for sale by us was as follows:
Segment
As at November 30
2006 2008 2005 2005
Asscts Linbilities Assoty Liabilities
(in milkions}) 3 3 5 $
Acergy Africa and Mediterranean 16.7 - - -
Acergy North America and Mexico - - a1.9 -
Acergy Asia and Middle East - - 0.2 -
Acergy Corporate - - 0.7 -
Total assets held for sale 18.7 - 42.8 -

In fiscal year 2003, we identified & number of assets and businesses which we no longer considered essential 19 be owned or performed by us
in-house in order to execute core operations. Services such as surface welding and Remotely Operated Vehicles {ROV'} drill support services
are not central to our focus on the SURF market. Nevertheless, such services will remain part of our project bidding and when clients in the
future require such services, we will purchase them from third partigs. A divestment program was commenced in 2003, and the majerity of the
significant disposals were completed by the first quarter of 2005.

Furthermore, we have reorganized our engineering functions and integrated them into our regional structure. This involved the retention and
reallocation of approximately 100 engineers from the Paragon Companies (comprised of Paragon Litwin, Paragon ltalia S.r.L. and Paragon
Engineering Services, Inc.). Consequently we no longer require engineering services that previously had been provided by the Paragon
Companies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

{continued)

8. Assets Held for Sale (continued)

The disposition of the business and assets, which were held for sale as at November 30, 2005 were as follows:

« The Seaway Kestrel, a diving suppon and reel pipelay ship, in Acergy North America and Mexico, which forms part of the sale of assets 1o
Cal Dive (see Note 3 'Discontinued Operations’ above). The sale was completed on March 15, 2006 for proceeds of $38.9 million resulting in
a gain of $18.7 million.

« The DLB 801 a derrick lay-barge, in Acergy North America and Mexico, and is also part of the sale to Cal Dive (see Note 3 ‘Discontinued
Cperations' above). The sata was completed on January 9, 2006 for cash proceeds of $40.5 million resulting in a gain of $16.4 million.

» Asteel catenary riser puller {'SC Riser’), in Acergy Corporate, was expected to be sold in the first half of fiscal year 2006 for proceeds of $0.7
million following the receipt of an offer. This transaction did not ultimately occur and the related fixed assets were fully impaired in fiscal yaar
2008.

« Two small barges in Acergy Asia and Middle East were identified as ‘Assets held for sale’ because of their age and high maintenance and
repair costs. They were sold, one barge on January 9, 2006 and the other one on February 20, 2008, for aggregate cash proceeds of $0.2
million resulting in a gain before taxation of $0.1 million.

The tollowing tables show the results of the sales of long-lived tangible assets and subsidiaries during fiscal years 2006, 2005 and 2004:
In fiscal year 2006:

Long-lived Tangible Assets Sold

As at November 30, 2006

Net Book

Valus Proceads Gain
{in millions) $ $ $
Continuing Operations:
Nigerian Shallow Water Ships {American Pride and American Independence) 0.4 3.3 2.9
Other Long-lived Assets 0.6 0.6 0.0
Total from Continuing Operations 1.0 39 2.9
Discontinued Operations:
Acergy North America and Mexico ships (DLB 801 and Seaway Kestrel) 42.1 77.2" 35.1
Total including Discontinued Operations 43.1 81.1 38.0

{a} $77.2 millien ware the net procesds after deducting the $3.2 millian of selling expenses from the cash proceads of $80.4 miliion from the sale of the dewmick lay barge DLB 801 ($40.5
million} and the sale of the res! pipe-lay ship Seaway Kestrel ($32.9 million).

Subsidiaries Sold
As at November 30, 2008

Net Book Gain

Value Procesds {loss}
{in millions) $ 3 s
Shallow water diving business SCS Nigeria Ltd 0.5 2.2 1.7
Cost related to the liquidation of entities {0.7) {0.7)
Total 0.5 1.5 1.0
In fiscal year 2005:
Long-lived Tangible Assets Sold
As at November 30, 2005

Net Boak

Yalue Procoods Gain
{in milligng) $ 3 3
Continuing Operations:
Trenching and Ploughing Assets 2.8 5.1 23
Handil Base 0.9 21 1.2
Other long-lived assets 1.8 2.1 0.2
Tota! from Continuing Operations 5.6 9.3 3.7
Discontinued Operations:
Acergy North America and Mexico ships and bases o 15.4 42.5 271
Total including Discontinued Operations 21.0 51.8 30.8
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8. Assets Held for Sale (continued)

Subsidiaries Sold

As at November 30, 2005

Net Book |

Value Procoeds Gain !
{in millions}) $ $ [}
Paragon Engineering Services, Inc. 255 27.6 21 l l
National Hyperkaric Centre Ltd 0.8 2.3 1.7 i
Sub-Total 26.1 29.9 3.8 '
Non-cash proceeds (a.4) ' ]
Cash included in above disposals (5.6) T '
Total 19.9 ! .
In tiscal year 2004:
Long-lived Tangible Assets Soid
As at November 30, 2004

Nat Book Galn

Valuo Procoeds (loss)
({in millions) 3 $ 3
Continuing Operations:
ROV's 233 253 20
Ships 8.2 9.3 1.1
Other fixed assets 20 3.8 1.8
Lobite Yard assets 5.6 5.4 {0.2)
Total from Continuing Operations 39.1 43.8 4.7
Non-cash proceeds® : (5.4}
Total from Continuing Operations 38.4
{a)} The proceeds of the sale of ihe Lobito Yard assets were paid by an oftset against other working capiat balances.
Subsidiaries Sold
As at November 30, 2004

Not Book Gain

Value Procesds {loss)
{in millions} 3 $ ]
Serimer DASA 121 38.2 26.1
Paragon Litwin 0.9 - (0.9)
Sub-Total 13.0 3a.2 25.2
Cash included in above disposals {1.6)
Total 36.6
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(continued)

9. Tangible Long-lived Assets, Net

Tangible assets comprise the following:

As at November 30

2008 2006 2005 2005

2006 Accumulated Nat book 2005  Accumulaied Net book
Gross value  depreciation value 2008 Gross value depreciation valus 2005
{in milligng} $ 3 $ % 5 $ $ %
Construction support ships 586.3 (254.4) 3.9 52 5221 {244.3) 277.8 61
Operating squipment 443.7 (169.49) 274.3 42 3014 {146.5) 154.9 34
Land and buildings 41.7 (12.7) 29.0 4 29.3 {10.2) 19.1 4
COther assets 24.9 (14.5) 10.4 2 17.2 {11.3) 59 1
Total 1,096.6 (451.0) 645.8 100 870.0 (412.3) AB7.7 100

Impairments of Long-lived Tangible Assets in Fiscal Year 2006
In fiscal year 2006 we recorded impairment charges from continuing operations totaling $2.1 million in respect of our long-lived assets, as set
forth below:

Under-utilized Mobile Egquipment - §2.1 miliion

An impairment charge was recorded in the third quarter of fiscal year 2006 of $0.7 million which comprised $0.1million impairment charge
related to a 120 lonne tensioner experiencing a low utilization level and $0.6 million impairment charge related to a winch used 1o puit in SC
Risers and flexibles which the client declined to purchase for which there was no alternative use.

A further impairment charge was recorded in the fourth quarter of fiscal year 2006 for $1.4 million for a second winch used to pull in SC Risers
and flexibles. This was fully impaired as it became apparent that the technical requirements for a project execution had changed and no further
use was expected for this type of winch.

Impairments of Long-lived Tangible Assels in Fiscal Year 2005

In fiscal year 2005 we recorded impairment charges from continuing operations totaling $7.1 million in respect of our long-flived assets, as set
forth below:

Warri Yard - 85.4 million

Our fabricatton yard in Warri, Nigeria was identified to be underutilized during the preparation of the 2006 operating budget in October 2005, An
impairment charge of $5.4 million, based on fair value calculations using discounted cash flows, was recorded in the fourth quaner of fiscal
year 2005 to reduce the net book value of this asset to $nil.

Under-utilized Mobile Equipment - §1.5 mitlion

An impairment charge was racorded in the third quarter of fiscal year 2005 for the SC Riser. This equipment, which is one of two risers owned
by us, is installed on a client’s vesssl. The net book value of $1.7 million was adjusted for an impairment charge of $1.0 million following receipt
of an offer by the client and the equipment was reported as an 'Asset held for sale’ as at November 30, 2005.

In the fourth quarter of fiscal year 2005, the Matis 3, a pipsline tie-in systemn, was stored and no job had been identified for this equipment
during the 2006 budget process in October 2005, We recorded an impairment charge of $0.5 million to reduce the net book value to $nil.

Namterre Office Furniture - 30.2 million

In January 2006, Acergy Africa and Mediterranean relogated its office from Nanterre to Suresnes, near Paris. This decision mads in fiscal year
2005, triggered an impairment charge of $0.2 million for the furniture in the Nanterre office which we decided could not be transferred to the
new office in Suresnes.

Impairments of Long-lived Tangible Assets in Fiscal Year 2004
In fiscal year 2004 we recorded impairment charges from continuing operations 1otaling $8.4 million in respect of our long-lived assets, as set
forth below:

Ships and Other Offshore Equipment - 54.2 million

An impairment charge of $1.9 million was recorded in the second quarter of fiscal year 2004 in respect of the Seaway Explorer on the basis of the
negotiations for its sale. The sale was subsequently completed in the third quarter of fiscal year 2004. The carrying values of a number of other
assets were reassessed and impairments recorded in the second and third quarters of fiscal year 2004 when market valuations were updated.
These inctuded the Saturation Dive System on the Acergy Condor, the Acergy Legend, the Seaway Kestrel, and tha Desp MATIS™ system,

Under-utilized Mobile Equipment - 85.2 million

During the preparation of the 2005 annual operating budget and three-year plan in October 2004, our senior management assessed the level
of expected future utilization of all our long-lived assets in light of the business strategies established in management's business plan, and

a number of assets we expected to be underutilized in management's revised plans. The major items included an ROV, and three
trenchers/ploughs. We estimated that future cash flows attributable to these assets were less than their carrying values and an impairment
charge was recorded on the basis of fair vatue calculations perfoermed by us, using either discounted cash flows or an estimats of fair value
based on offers received for the sale of the assets.
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10. Other Intangible Assets

There were net intangible assets of $4.1 million as at November 30, 2006 {2005: $4.3 million) and $3.4 million (2005: $3.6 million} of this balance
related to Sonamet, which was consolidated for the first time as at May 31, 2004. This was the fair value of a lease access premium for the Lobito
Yard in Angola at favorabls rates. As at November 30, 2006, this intangible asset had a gross value of $4.7 million, accumulated amontization of
$1.3 million and a useful life of 18 years as of the first date of consolidation. The amertization expense for the fiscal year ended November 30, 2006

was $0.3 millicn (2005: $0.3 million and 2004: $0.8 million}).

The amonrtization is expected to be $0.3 million for fiscal year 2007 and for each of the follewing four years thereafter.

11. Investments in and Advances to Non-consolidated Joint Ventures

Investments in joint ventures for fiscal year 2006 were $68.2 million, an increase of $40.4 million compared to fiscal year 2005 as follows:

As at November 30

Geographicai Acergy Business Ownership 2006 2005
fnrmilions) _ Location __.__ . _ Segment . e _ % 3 5
Mar Profunde Girassol (‘MPG'} Waest Africa Africa & Mediterranean 50 0.8 2.2
Dalia FPSQ West Africa Africa & Maditerranean 17.5 27 03
Acergy/Subsea 7 Norway Northern Europe & Canada 50 6.3 21
Kingtisher D.A. Norway Northern Europe & Canada 50 0.1 c.1
EPIC Jv Norway Northern Europe & Canada 50 - -
SapuraAcergy Malaysia Asia and Middle East 50 9.9 -
Seaway Heavy Lifting {('SHL') Cyprus Corporate 50 275 121
NKT Flexibles I/S ('NKT Flaxibles') Denmark Corporate 49 20.9 11.0
Total 68.2 27.8

The following table shows a summary of the movement in the balance of equity investments, including long-term advances during fiscal years

2006 and 2005 respectively.

For the fiscal year ended November 30

o 2008 2005
{in millions) $ $
Opening Balance 27.8 236
Share in net income of joint ventures and associates 41.3 26.9
Dividends distributed to the group (14.8) (14.0)
Increase in investment 1.5 -
Reclassification of negative equity balance as liabiiities - (2.9}
Impact of currency translation 22 (1.5)
Change in fair value of derivative instruments 0.2 {4.3)
Closing Balance 68.2 27.8
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

{continued)

11. Investments in and Advances to Non-consolidated Joint Ventures (continued)

Share in Net Income of Non-consolidated Joint Ventures and Associates

For the fiscal year ended November 30

2006 2005 2004
{in millions} 5 $ $
Mar Profundo Girassol 0.5 5.2 (3.1)
Dalia FPSO 2.0 1.8 (1.7}
Acergy/Subsea 7% 16.7 7.3 35
Kingfisher D.A. - 3.9 0.6
EPIC JV - 0.1 7.8
SapuraAcergy {1.6) - -
Seaway Heavy Lifting Limited 15.5 a5 5.9
NKT Flexibles I/S 8.2 0.1 5.0
Sonamet/Sonacergy™ _ _ . o - - 7.0
Total 41.3 26.9 15.0

a} Includes the resull of FTP By-Pass project contributing $9.1 million in fiscal year 2006 (2005: nil and 2004: nil).

{b) Excludes Sonamet and Sonatergy data jor the fiscal years ended November 30, 2006 and 2005 and the last six months for fiscal year ended November 30, 2004. in accordance with
FIN 48R both Sonameat and Sanacergy have been accounted for as consodidated subsidiaries sinca May 31, 2004 Lintil that date they were accounted for using the eguity method because
our ability to controf the pperation of the investees was restricted by the significant participating interest held by another party.

Taxation in respect of joint ventures, which have a tegal status of partnership, has been included in the results of the relevant subsidiaries,
which hold the investments in the joint ventures. Undistributed reserves of alt other joint ventures will not be taxed on distribution.

Dividend Distributed to the Group

In fiscal year 2006 we received a total of $14.8 million dividend from three joint ventures (two with Acergy/Subsea 7 and one with MPG).
Total dividends of $14.0 million were received in fiscal year 2005 from three joint ventures (EPIC JV, Acergy/Subsea 7 and Kingfisher D.A.).

Consolidation Impact of Sonamet and Sonacergy

Sonamet and Scnacargy ceased to be accounted for using the equity method on May 31, 2004, when we adopted FIN 46R. Our share of the
net assets of the joint ventures was $27.1 million as at May 31, 2004.

Increase in Investment

In 2006 we invested in two new joint ventures with SapuraCrest Petroleum, in Acergy Asia and Middle-East. The investment amounted to
$11.0 million in the entity owing the ship being built, the Sapura 3000 and $0.5 million in the operating entity,

Cn March 25, 2004, we made cash investment of $4.9 million in NKT Flexibles. In the same month, NKT Flexibles repaid $3.3 million of short-
term debt to us. During the fiscal year 2004 we made additional shor-term advances to NKT Flexibles totaling $5.7 million, against which a full
provision for doubtful recovery was recorded as at November 30, 2004, as we did not believe it was probable of collection. In fiscal year 2005
this provision was released on the basis of improved forecast future cash flows of NKT Flexibles, which indicate that advances made to NKT
Flexibles will ba repaid in full. No further investments were made in any of the jeint ventures during fisca! year 2005, but additional loans of $2.0
million were made to NKT Flexibles bringing the total shown under other current assets to $7.7 million as at November 30, 2005.

Reclassification of Negative Equity Balance os Liabilities

We accrue losses in excess of the investment value when we are commitied to provide ongoing financial support to the joint venture. Our share
of any net liabilities of joint ventures is classified in accounts payable and accrued liabilities. Accordingly, a $2.9 million reclassification was
recorded in fiscal year 2004 in respect of our share of liabilities arising from a warranty claim from MPG’s client. In fiscal year 2005 an
agresment was reached on the warranty claim with the client and the provision was released.

Impact of Currency Translation

This relates to the translation of our investment in the equity of joint ventures which have a functional currency other than the US dollar, and
relates mainly to NKT Flexibles.

Change in Fair Value of Derivative Instruments

This item is our share of the movement in fair values of forward contracts taken out during fiscal years 2003 to 2006 by the Dalia joint veniure.
This is reported through other comprehensive income in accordance with SFAS No. 133 as hedge accounting criteria have been met.
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11. Investments in and Advances to Non-consolidated Joint Ventures (continued)

Summarized Financial Information
Summarized financial information for our non-consolidated joint ventures, representing 100% of the respective amounts included in the joint
ventures’ financial statements, is as follows:

Aggregated Income Statement Data for Non-Consolidated Joint Ventures

For the fiscal year ended November 20

2006 2005 2004
(in millions) $ s L]
Net operating revenue 5231 405.4 589.7
Gross profit 193.2 100.4 45.4
Netincoms 1111 68.2 30.2

a) Excludes Sonamet and Sonacergy data for the fiscal years ended Novernber 30, 2006 and 2005 and for the last six months of fiscal year ended November 30, 2004
Balance Sheet Data

As at November 30

2000 2005
(in millions) $ 5
Current assets 348.0 239.7
Non-current assets 190.9 34.5
Current liabilities 232.0 201.9
Long-term liabilities 125.0 -

Transaclions with Joint Ventures
For commercial reasons, we have structured certain centractual services through our joint ventures.
The income statement data for the non-consclidated jeint ventures presented above includes the following expenses related to transactions

with us in 2006, 2005 and 2004, respectively: charter hire of $12.5 million, $10.0 million and $8.7 million and other expenses including general
and administrative charges of $43.4 million, $33.1 million and $35.0 million.

In fiscal year 2006, our non-consolidated joint ventures raeceived $40.2 million in respect of goods and services provided to us (2005: $20.2
million, 2004; $3.0 million), The Sonamat joint venture pricr to its inclusion in the Consolidated Financial Statements received revenue of $6.3
million in fiscal year 2004, from us.

The balance sheet data includes amounts payable to joint ventures by us of $1.2 millicn and $nil and short-term amounts receivable by us of
$11.6 million and $8.7 million and long-term amounts receivable by us of $11.0 million and $nit as at November 30, 2006 and 2005,
respectively.

Details of guarantees provided to third parties by us in respect of performance by joint ventures are disclosed in Note 27 'Guarantees’ below.

12.Income Taxes

The income tax {provision) benefit, which is in respect of continuing operations and arises in foreign jurisdictions outside Luxembaurg, is as
follows:

For the fiscal year ended November 30

2006 2005 2004
(in millions) $ 3 3
Current (69.5) (10.1) (23.0)
Ceferred (4.1) (2.8) 13.8
Income tax (provision) benefit {73.68) (12.9) (9.2)

For the year ended November 30, 2006, $(17.4) million was credited as tax to other comprehensive income (2005: $0.7 million and 2004: $nil).

In addition 1o the above, we recorded a $1.1 million current tax charge on discontinued operations (2005:$nil, 2004:$nil}.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

{continued)

12 Income Taxes (continued)

Deferred tax assets and deferred tax liabilities as at November 30, 2006 and 2005 are as follows:

As at November 30

2008 2005
(inmillions) o . L 3
Deferred tax assets:
Net Operating Losses carried forward 52.1 59.0
Accrued expenses and provisions not currently deductible 57.9 80.2
Tangible asset temporary diffarences 8.8 1.1
Valuation allowance (88.6) (89.9)
30.2 30.4
Deferred tax liabilities:
Tangible asset temporary differances {12.7) (14.5)
Net deferred tax assets 17.5 15.8
Shon-term deferred tax asset 229 9.4
Short-term deferred tax liability (6.6} -
Long-term deferred tax asset 8.1 1.4
Long-term deferrod tax liability (6.9) (5.0)
Net deferred tax assets 17.5 15.8

We racognize deferred tax assets and liabilities for the anticipated future effect of temporary differences between the financial statements and
the tax treatmant using the tax rates currently in effect. We recard a valuation allowance for deferred tax assets to reduce the deferred tax
assets to the amount that is more likely than net of being realized.

We have not provided for deferred taxes on the unremitted earnings of our foreign subsidiaries that are permanently reinvested, If the retained
earnings of all of Acergy 8.A.'s subsidiaries were 10 be repatriated 1o Acergy S.A. withholding and remittance taxes would be due in some, but
not alt instances. We have made no provision for such taxation, as wa intend to indefinitely invest the undistributed earnings of Acergy S.A.
subsidiaries incorporated in those countries which impose withholding or remittance taxes. As disclosad in Note 28 ‘Subsequent Events’ below,
the Board has resolved to recommend a paymant of a dividend of 20 cents per Common Share for 2007 to external shareholdars, subject to
shareholder approval at the annual general meeting. Management believes that Acergy will have the capacity to continue to pay dividends at
such a rate for the foreseeable future, subject to Acergy’s capital requirements and other factors the Board may take into consideration in any
given year, without incurring irrecoverable withholding and remittance taxes.

Woe estimate the gross outside basis difference in respect of permanently reinvested earnings in our own subsidiaries is $561.8 million. In the event
of remittance of earnings, withalding taxes of $110.8 million would be due and a current tax liability of $0.8 million would be recorded.

Woe have NOLs of $154.0 million to carry forward in various countries, which will expire as follows:
As at November 30, 2006

(in millions) 3
Within five years -
610 10 years -
11to 15 years 56.8
16 10 20 years 74.1
Without time limit 23.1
Total 154.0

At the tax rates prevailing in the countries where the NOL arose, this gives rise to a deferred tax asset of $52.1 million. We have then recorded a
valuation allowance against this deferred tax asset in cases where it is not considered more likely than not that our subsidiaries will generate
sufficient profits to utilize these NOLs.

In the US, our ability to carry forward NOLs will be subject to a limitation as a consequence of SNSA having sold its remaining stock in us.

We consider that it is more likely than not that we will lose the ability to utilize $122.2 million of our tetal US NOL of $130.9 million, With the
limitation and the continued uncertainty following a history of incurring losses for tax purposes in the US, we have maintained a 100% valuation
allowance in the US on both our NOL and other temporary differences.

In Australia we had recorded a valuation allowance in prior years but during fiscal year 2006 we utilized part of our NOL to offset profits on
business operations. Tax regulations in Australia restrict the availability of an NOL where there has been a change of ownership and a change
in the business cperations. With this restriction, we have maintained a valuation allowance on the remaining NOL.
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12 Income Taxes (continued) \ E’ ]

We have recognized a $11.1 mitlion net deferred tax asset in France for the tax effect of temporary differences. Based on all available evidence, i a |

both positive and negative, including foracasts of future taxable income in France, we consider it more likely than not that we will be able ta i B |

utilize the $11.1 million deferred tax asset. Cow
- . . . b

Wa have recorded a $1.6 million net deferred tax asset in Indonesia, net of deferred tax liabilities. This retates to temporary differences that will | =

raverse on fixad assets on provisions for expenses that we consider will more likely than not be tax deductible in later years. [ ‘BD

We have recorded a $8.5 miflion deferred 1ax asset in the UK, net of deferred tax liabilities. This relates to temporary difterences that will reverse ‘ % [

on fixed assets, interest deductions and provisions for expenses that we cansider will more likely than not be tax deductible in later years, ; I

Woe have recorded valuation allowances in the following jurisdictions: ‘}

Tax Jurisdiction 1

As at November 30 3

2008 2005 |

{in millions) 3 3

Brazil 2.0 - L ]

France 2.1 3.3

United Kingdom 6.6 9.4

Unitad States 74.0 71.2

Other _ 3.9 6.0

Total 88.6 89.8

Acergy S.A., is an exempt 1929 Luxembourg Holding Company. Luxembourg tax law provides for a special tax regime for 1929 Holding
Companies and consequently Acergy S.A. is not subject to income tax in Luxembourg. Income taxes have been provided based on the tax
laws and rates in the countries where we have established business operations and earn income. The tax charge for us is determined by
applying the statutory tax rate to the profits earned in the jurisdictions in which we operate, taking account of permanent differences between
book and tax profits. As in previous years, we have reconciled the actual tax charge to an effective tax rate of 30%, being the UK statutory rate:

Analysis of Our Tax Charge

Year ended November 30

2006 2005 2004
{in millians) $ $ $
Income from continuing operations before taxation and minority interests 301.8 129.7 58.8
Expected tax charge/(credit) at 30% 90.5 389 17.6
Benefit of UK Tonnage Tax Regime 7.1} (3.4) 1.0)
Tax rate differences 2.2 12.3 1.6
Adjustments relating to prior years 3.3 (21.8} 15.8
Change in valuation allowances 3.2 (4.5) (23.8)
Profits not subject to tax (36.3) (18.6) (6.1)
Taxes based on turnover 271 11.6 2.8
Other net permanent differences {9.3) (1.6) 21
Tax charge 73.6 129 9.2

Included in 'Other net permanent ditferences’ in the above table, for fiscal year 2006 is a cradit of $11.1 million relating to the tax benefit of an
intra-group transaction which had no impact on income from continuing operations.

Year ended November 30

2008 2005 2004

{in millions) $ $ $
income (loss) from discontinued operations before taxation (18.2) 6.0 (39.8)
Gain on disposal of discontinued operations 351 271 -
16.9 3341 {39.8)

Expected tax charge at 30% 5.1 9.9 (11.9)
Change in valuation aliowance {4.0} 9.9) 11.9
Tax charge 1.1 - -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(continued)

12. Income Taxes (continued)

As we operate in many countries, sometimes through a branch rather than a subsidiary, the tax filings are subject 1o audit and re-assessment
by the tax autherities. In accordance with SFAS No. 5 'Accounting for Contingencies' management provides taxes for the amounts that it
considers likaly to be payable as a result of these audits. Management also separately considers if taxes payable in relation to filings not yet
subject to audit may be higher than the amounts stated in the filed tax return, and makes additional provisions in accordance with SFAS No. 5,
it appropriate.

During fiscal year 2006 we concluded enquiries, audits and disputes with tax authorities in Angola, Nigeria and Indonesia. The net adjustment
was an additional provision of $0.5 million.

Thare are ongoing discussicns, enquiries and audits in various countries and based on our own estimates, we have created provisions for the
most probable outcomes, As forecasting the ultimate outcome includes some uncertainty the risk exists that we will recognize adjusiments to
our tax provisions in later years as and when matters are finalized with the appropriate tax administrations.

Our UK shipping subsidiaries continued 1o be taxed within the UK Tonnage Tax Regime. A key feature of this regime is that the commercial
profits from the ship operations qualifying as tonnage tax activities are adjusted by reference 1o a formula linked to the tannage of the vessels,
betore being taxed at the UK statutory tax rate. Our tax charge reflects a net benefit of $7.1 millien in fiscal year 2008 as a result of being
taxable under the Tonnage Tax Regime, as compared to the UK tax that would be payable had we not elected to join the Tonnage Tax Regime.

Under UK tonnage tax legislation, a proportion of tax depreciation previously claimed by us may be subject to tax in the event that a significant
number of vessels are sold and are not replaced. This contingent liability decreases to nil over the first seven years following entry into the
Tonnage Tax Regime. Management has made no provision for the contingent liability relating ta ships because it is not probable that it will sell
ships under circumstances that cause a charge to income taxes to arise. The contingent liability in respect of these ships as at Novamber 30,
2006 was $16.4 million.

13. Pension Commitments

We operate both defined contribution and defined benefit pension plans, depending on location, covering certain qualifying employees.
Contributions under the defined contribution pension plans are determined as a percentage of gross salary. The expense relating to these
plans for the years ended November 30, 2008, 2005 and 2004 was $3.7 million, $3.0 million and $5.8 million respectively.

We operate both funded and unfunded defined benefit pension ptans. The benefits under the defined benefit pension plans are based on
years of service and salary levels. Plan assets of the funded schemes are primarily comprised of marketable securities.
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13. Pension Commitments (continued)

The following tables provide a reconciliation of benefit obligation and plan assets for the UK and Norwegian plans. These are primarily funded

=

i

plans, although they also includa the benefit obligations in relation to an unfunded Norwegian state pension plan. | E ‘
As at November 30 ! %’ |
- 2008 2005 ' T
(in millions) 3 $ E ‘
Change in benefit obligation: ; e
Benefit obligation at beginning of year 51.0 431 [ @ |
Service cost 39 3.0 [ ‘
Members' contributions 0.2 0.2 i *
Interast cost 2.5 2.3 | ‘
Actuarial losses (gains) 211 78 !
Fereign currency exchange rate changes 6.8 {4.6) i ;
Benefits paid from plan assets {1.3) {0.8) | i
Banefit obligation at end of year 84.2 510 !
Change in plan assets:

Fair value of plan assets at beginning of year 39.1 35.7

Actual return on plan assets 1.8 41

Mambers’ cantributions 0.2 0.2

Foreign currency exchange rate changes 4.8 (4.0)

Qur contributions 6.1 39

Benefits paid from plan assets (1.3) (0.8)

Fair vatue of plan assets at end of year 50.7 38.1

Overall status (33.5) {11.9)

The movements in the benefit obligation during fiscal year 2006 were primarily due to the increased number of employees within the defined
benefit pension plans, the change in assumptions in respect of discount rates and rate of compensation increase, together with foreign
currency exchange rate changes.

The following table sets forth the funded status of the defined benefit pension plans and a reconciliation to prepaid banefit cost:

As at November 30

2008 2005
{in millions) 3 3
Funded status of the plans {33.5) (11.9)
Unrecognized net actuarial loss 38.0 15.8
Unrecognized prior service benefit 0.6 0.2
Unrecognized net transition obligation ) L Al (0.2)
Net amount recognized 5.0 4.0
Amounts recognized in the consolidated balance sheet as at 30 November were:
As at November 30

2008 2005
{in millions) $ $
Prepaid pension asset 5.9 4.7
Accrued pension liability (0.9} {©.7)
Net amount recognized 5.0 4.0

The accumulated benefit obligation for all funded pension plans as at November 30, 2006 excluding the unfunded Norwegian state pension
plan is $367.5 million (2005: $41.3 million}.

The prepaid pension asset includes $3.7 million (2005: $2.7 millicn} in relation to defined benefit plans within which the accumulated benefit
obligation is in excess of the value of the plan assets. The projected bensfit obligations of these plans ware $78.1 million as at November 30,
2006 {2005: $47.2 million) and the fair value of assets under these plans was $45.0 million (2005: $34.5 millicn). The accumulated benefit
obligations under these plans were $64.0 million as at November 30, 2006 (2006; $38.4 million).

As at November 30, 2006 we recorded a cumulative adjustment for minimum liability of $23.0 million (2005: $6.2 million), which was included in
the accrued pension liability balance, for two of our plans. This is prescribed by SFAS No. §7 'Employers’ Accounting for Pensions’, when the
accumulated benefit obligation in a plan exceeds the fair value of the underlying plan assets. The corresponding entry recorded as &

ACERGY ANNUAL RCPDAT AND ACCOUNTS 2006




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

{continued)

13. Pension Commitments (continued)

compaonent of other comprehensive income was $15.0 million (net of defarred tax of $6.3 million) as at November 30, 2006 {2005: $4.5 million
{(net of deferred tax of $1.3 million)) after foreign currency exchange rate changes of $1.7 million (2005:$0.4 million).

The funded definad benefit pension plans’ weighted average asset allocations as at November 30, 2006 and 2005 and the target allecations for
tiscal year 2006 by asset category were as follows:

As at November 30

Target

Allocation 2006 2005

% % %

Equities 44 40 40
Bonds 42 51 49
Real estats 8 -] 7
Other 6 1 4
Total 100 100 100

The investment sirategy of the funded defined benefit pensien plans takes into account the need for the diversification of investiments and the
suitability of these investments to the plans' asset classes. Invesiments are made to reduce long-term volatility taking into account the pension
plans’ liabilities and the desired long-term return on assets.

The weighted average assumptions used for the funded defined benefit pension plans are as follows:

Assumption used to determine benefit obligations as at November 30

2008 2005 2004

* % %

Discount rate 4.7 4.9 57

Rate of compensation increase 4.4 3.2 3.2
Assumption used to determine benefit cost for the fiscal year ended November 30

2008 2005 2004

% % %

Discount rate 4.9 57 59

Expectad return on plan assets 6.3 6.9 6.9

Rate of compensation increase 3.2 3.2 32

The assumptions take into account the evaluation of the plans' assets, the plans' proposed asset allocation, historical trends and experience,
and current and expected market conditions.

The following table sets forth the expected future cash flows of the funded defined bensfit plans:

For the fiscal year ended November 30

{in millions) 3
Estimated future benefit payments:

2007 0.8
2008 1.0
2009 1.4
2010 1.3
2011 1.6
2012-2016 9.4
Estimated future contributions:

2007 6.4
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13. Pension Commitments (continued) |

E b
Net periodic pension benefit costs for funded defined benefit plans include the following components: E .
For the fiscal year ended November 30 £
2008 2005 2004 w
(in mitions) . $ $ s 2
Servica cost 3.9 3.0 30 g
Interest cost 25 23 22 g
Expected return on plan assets (2.6} (2.4} (2.1} i 7]
Amortization of transition obligation (0.1} (0.1} (0.1}
Recognized net actuarial losses 24 0.6 05
Amortization of prior service benefit (0.4} 0.2 . ;
Faoreign currency exchange rate changes (0.8) 0.2 (0.2} | |
Benefit cost 4.9 3.8 33 !
The fellowing tables provide a reconciliation of the benefit obligation and accrued pension liability of the unfunded retirement indsmnity plans.  *~—- 'J

This excludes the unfunded Norwegian state pension plan which is included within the reconciliation of the benefit obligation of funded plans.

For the fiscal year ended November 30

2008 2005
{in millions) $ 5
Banefit obligation at beginning of year 3.6 3.6
Servica cost 0.3 0.2
Interest cost 0.2 0.2
Actuarial loss {gain) 2.7 (0.1}
Foreign currency exchange rate changes o L . 04 (0.3}
Benefit obligation at end of year 7.2 3.6
The following table sets forth the unfunded status of the unfunded retirement indemnity reconciled to the recognized liability:
As at November 30
2008 2005
{in millions) 3 3
Unfunded status of the plans 7.2 3.6
Unrecognized (loss gain ) _ 2.9) 0.5
Net amount recognized 51 4.1
The weighted average rate assumptions used are as follows:
For the fiscal year ended November 30
2008 2005 2004
% % %
Discount rate 4.5 5.0 5.0
Expected return on plan assets n/a n/a n/a
Rate of compensation increase 2.5 2.5 25
Net periodic pension bensfit costs include the following components:
For the fiscal year ended November 30
2008 2005 2004
(in millions) $ 5 3
Service cost 0.3 0.2 0.1
Interast cost 0.2 0.2 0.2
Foreign currency exchange rate changes 0.5 {0.5) -
Benefit cost 1.0 {G.1) 0.3

In Indonesia, retirement indemnities, for which we have accrued $0.5 million as at November 30, 2006 (2005: $0.3 miliion), are paid as a lump
sum upon retirement. They are primarily based upon the employees' years of service and salary levels.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

{continued)

13. Pension Commitments {continued)

The following table provides an analysis of the pension liability:
As at November 30

2008 2005
(in millians) o _ $ 3
Minimum liability adjustment for funded schemes 23.0 6.2
Pension liahility for unfunded schemes!® 6.0 4.8
Retirement indemnity o o 0.5 0.3
Pension liability 29.5 11.3

a) Including the unfunded Nerwegian siate pension plan.

14. Bank Qverdraft and Lines of Short-term Credit

As at November 30, 2006, we had $nil of uncommitted third party overdraits and lines of shor-term credit facilities available (2005: $nil),
15. Long-term Debt
Long-term debt comprises the following:

As at November 30

2008 2005
{in millions) $ 5
$400 million amended and restated {2005 $350 million) credit and guarantee facility, outstanding balance - -
$500 million 2.25 per cent Convertible Notes due 2013 500.0 -
Othor®® 9.5 9.5
Total long-term debt 509.5 9.5
Current pertion:

Other® 2.4 0.8
Total current portion . 2.4 0.8
Long-term portion:

%400 million amended and restated credit and guarantee facility, outstanding balance - -
$500 million 2.25 per cent Convertible Notes due 2013 500.0 -
Otner® __ - S S N
Total long-term portion o 507.1 8.7

a) This comprises a loan provided by Sonangol 1o Sonamet. This loan is unsecured. bears interest at a fixed rate of 2.75% per year and is repaid in annual installments {or a remaining period
of at leasi four years as at Novernber 30, 2006

No amounts were outstanding in respect of the $400 million amended and restated credit and guarantee facility as at Novemnber 30, 2006 and
the $350 million credit and guarantes facility as at November 30, 2005, At the end of fiscal year 2008, the debt outstanding comprised the $500
million Convertible Notes, and the ioan provided by Sonangol to Sonamet of $9.5 million and the only debt facilities available to us were the
$100 million under the $400 million amended and restated credit and guarantee facility and various other uncommitted overdratt facilities
totaling $40 million, approximately $30 million of which can only be drawn if there is an equal amount of capacity available tor revolving loans
under the $400 million amended and restated credit and guarantes facility.

Commitment fees for any unused lines of credit expensed in the fiscal year endad November 30, 2006 totaled $0.5 million {2005: $1.2 million,
2004: $0.5 million). The weighted average interest rate paid on drawdown of the loan facility was nil% {2005; 5.03%).

Facilities
We have the following facilities outstanding as at November 30, 2006:

The 3400 mitlion Amended and Restated Revolving Credit and Guarantee Facility

On August 10, 2006 we amended the $350 million multi-currency revolving credit and guarantee facility to increase the facility to $400 million
with the existing consortium of banks and to extend the maturity until August 10, 2011, The sublimit for cash drawings was reduced to $100
million from $175 million. The associated mortgages over the secured vessels were released, the provisions in the agreement relating to the
securily removed and the guarantee significantly simplified to offer a guarantee of the loan by Acergy S.A. only. Explicit restrictions on
investments and additional financing were removed and pricing improved.

During fiscal year 2006, we incurred approximately $1 million in fees and expenses associated with this arrangement, which has been
capitalized and amortized over the remaining term of the agreement.
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15 Long-term Debt (continued) [-

The facility is used for general corporate purposes including the financing of vessels and includes the issuance of guarantees to support

sueuty

1

I

&

contract performance obligations and other operating requirements. It provides for revolving loans of up to $100 million during the first three f E 0

years, raducing to $75 million for the fourth year and further reducing to $50 million for the fifth year until the final date of maturity of August 10, boga

2011, Any unused amount under the revolving loan part of the facility is available together with the remaining part of the facility for the issuance ' =3 ‘
of guarantees. Borrowings under this facility may be made in minimum increments of $6.0 million subject to the satisfaction of certain legal g

customary conditions. Additionally under this facility performance guarantees can be issued with a maturity no later than February 10, 2013, o I

8

As at Novemnber 30, 2006 the utilization of the facility was as follows: & i

As at November 30, 2008 r

Utilized  Unwtllized Total :

[millions) 3 ] 3 ] i

Cash loans - 100.01 1000 .

Guarantees facility 267.4 az.e 3o0.0 ! J

Total 267.4 132.6 4000 !

.

a) The unutilized portion of the cash lean facility was available for guaraniees.

The facility contains certain finangial covenants in respect of a minimum level of tangible net worth, a maximum level of net debt to earnings
before interest, taxes, depreciation and amertization {'EBITDA"), a maximum level of total financial debt to tangible net worth, a minimum level
of cash and cash equivalents and an interest cover covenant. We must meet the requirements of the financial covenants on a consolidated
basis at quarterly intervals ending February 28, May 31, August 31 and November 30 of each year. In addition to the financial covenants listed
above, the facility also contains negative pledges with respect to accounts receivable and cash and includes representations, affirmative
covenants and negative covenants and events of defaults which are customary for transactions of this nature and consistent with past practice,
Such covenants specifically limit mergers or transfers, incurrence of other indebtedness, investments and loans, distributions to shareholders
and cash and cash equivatents that are permitted to be held by non-cbligors.

Interest on the facility is payable at LIBOR plus a margin which is linked to the ratic of our net debt to EBITDA and which may range from 0.8%
to 1.9% per year. The margin is currently fixed at 0.8% for a period of three menths and is reviewed every three months. The fes applicable for
performance guarantees is linked to the samae ratio, may range from 0.4% per year to 0.95% per year and is currently fixed at 0.4% subject to
review avery three months.

The S500 miillion 2.25 per cent Convertible Notes due 2013

On September 11, 2006 we announced the launch and pricing of an otfering of $500 million in aggregate principal amount of Convertible Notes
{'Convertible Notes') due fiscal year 2013. The issuance was completed on October 11, 2006 with the receipt of net proceeds after deduction of
issuance related costs of $490.8 million. The issuance costs of $9.2 miltion are capitalized within assets in the Consolidated Balance Sheets
and are being amortized over the term of the Canvertible Notes using the effective interest rate method.

The Convertible Notes hava an annual interest rate of 2.25% payable semi-annually in arrears on April 11 and Qctober 11 of each year up to
and including fiscal year 2013. They were issued at 100% of their principal amount and unless previously redeemed, converted or cancelled will
matura on October 11, 2013. The Convertible Notes are listed on the Euro MTF Market of the Luxembourg Stock Exchange.

The Noteholders were granted an option which allows them to convert the Convertible Notes into our Common Shares with an initial cenversion
price of $24.05 equivalent to 20,790,021 Comman Sharss, or approximately 10.7% of our existing issued share capital as at November 30,
2006. The conversion price will be adjusted in line with market practicas for this type of instrument to provide ‘fair value’ adjustments for items
such as payment of dividends and events like a change of control which can affect materially the marketability, liquidity or volatility of our
Common Shares.

We also have an option to ¢all the Convertible Notes after 4 years and 14 days from the date of issue if the price of our Common Shares
exceads 130% of the then prevailing conversion price over a specified period.

The tollowing undertakings apply:

» unsecured but with a negative pledge provision in raspect of other current and future debt to ensure that the Convertible Notes will rank
equally with other debt issuance,

+ across default provision subject to a minimum thresheld of $10 million and other events of default in connection with nen-payment of the
Convertible Notes;

« various undertakings in connection with the term of any further issuance of Common Shares, continuance of the listing of the shares and the
Convertible Notes on recognized stock exchanges, and

» provisions for the adjustment of the conversion price in certain circumstances.
The Convertible Notes were underwritten jointly by UBS and Lehman Brothers with the Bank of New York acting as our Trustee and Agent.

There were no conversions of these Convertible Notes as of November 30, 2006,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(continued)

15 Long-term Debt (continued)

Other Facilities

In addition to the facilities mentioned above we also have a $30 million guarantee facility no fixed expiry date and $25 million and NOK 30
million overdratt facilities until August 10, 2011 and a £5 million overdratt facility renewable annually. As at Novemnber 30, 2006 $5.0 million was
drawn an the guarantee facility and no drawings were made on the overdraft facilities. There are also two unsecured local bond lines for the
sole use of PT Acergy Indonesia, a $5 million line with HSBC Indonesia of which $0.1 million was utilized as at November 30, 2006 and a line
with Asuransi Takaful Umum renewed annualty.

Other Bank Guaraniee Arrangements
Woa had arrangements with a number of financial institutions to issue bank guarantees on our behalf. As at November 30, 2006, the aggregate
amaunt of guarantees issued under thase facilities was $49.3 million. There was no availability for further issuances under these facilties.

Wa have a several guarantee arrangement for the repayment of 50% of the drawings under a $150 million loan taken out by the SapuraAcergy
joint venture to fund partially the construction of the vessel Sapura 3000. We have also issued a several performance guarantee with the
construction consortium in respect of the consiruction costs of the vessel. These guarantees are expected to expire in July 2007 on completion
of construction of the Sapura 3000.

16. Accounts Payable and Accrued Liabilities

Accounts Payable and Accrued Liabilities comprise the following:

As at November 30

2008 2005
{in miflions) _ [ s $
Invoice accruals 293.6 258.8
Trade payables 214.4 161.2
Provision for loss-making contracts 17.8 2.0
Total ' T 5258 4220
17. Related Party Transactions
Related party transactions included the following charges paid to/received fram SNSA:

For the fiscal year ended November 30

2005 2004
{in miliions} s 3
Corporate services agreement 0.3 26
Pramia payable to SNSA captive insurance company - 9.6
Receipts under SNSA captive insurance policy - (13.2)
Other (receipts) charges 2.8 0.7
Total 3.2 .7

Throughout fiscal year 2006, SNSA was no longer a related party as it sold its remaining sharehaolding in us in fiscal ysar 2005 on January 13, 2005.

Corporate Services Agreemont
Pursuant to a corporate services agreement, during fiscal years 2006, 2005 and 2004, SNSA supplied, through a subsidiary, risk management
and other services. The fee for these services is subject to negotiation and agreement between us and SNSA on an annual basis.

During fiscal year 2005 SNSA supplied risk management services between December 1, 2004 and January 13, 2005. in addition and, until

the end of June 2005, accounting services were provided to us for a lump sum fee and partly for an annual fee based on costs incurred in
rendering those services and for fiscal year 2004, the services also comprised financial, public ralations and other services. The fees for these
management services were $0.3 million and $2.6 million for the period to January 13, 2035 and for fiscal year 2004, respectively. The fees were
included as a component of SG&A expenses in the Consolidated Statements of Operations.
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17. Related Party Transactions (continued)

Cther (receipts) charges

In addition to the above corporate services, SNSA provided various other services to us, including certain types of insurance coverage, payroll
administration, and information technology. SNSA received a reimbursement of cost of insurance premiums of $2.4 million and a charge of
total service fees of $0.5 million mainly related to management services during fiscal year 2005. The fees paid by us during fiscal year 2004
were offset by the receipt of final settlement of certain insurance premiums paid previcusly, and resulted in a receipt by us of $0.7 miliion.
These tees were included as a component of SG&A expenses in the accompanying Consolidated Statements of Operations.

sjuaurajelg [eueung

Captive Insurance Company

SNSA owns Marlowe Insurance Ltd,, a Bermuda captive insurance company ('Marlowe') through which certain of our interests were insured. A
wholly-owned subsidiary of SNSA owns all of the common stock of Marlowe and we own one class of non-voting preference shares. In light of
SNSA's phased sale of its holdings of our stock, during 2005 we ceased to acquira insurance from or through Marlowe with effect from the
axpiration of the various insurance policies placed with or through Marlowe. As at November 30, 2006 we have not yet settled our accounts with
Marlowe nor transterred cur minority shareholding in Marlowe, Howevar, the mechanism for resolving this matter has been agreed with SNSA
and the settlement is expected in due course upen close out of relevant insurance years. There is no significant exposure to loss as a result of
this delay in settlement. L

Service Mark Agreement

We and SNSA were parties to an agreement under which we were granted the right to use the Stoft name and logo, without payment of any royalty.
However, because SNSA sold its interest in us, we were obliged to change our name and (ogo at SNSA's request. It was agreed with SNSA that the
name and loge could be used until August 31, 2006. We changed our name from 'Stolt Offshore 5.A." to ‘Acergy S.A.", effective on April 10, 2006.

Other Matters

Wa routinely engage in transactions with a range of other related paries whose relationship with us arises through the joint ventures discussed
above in Note 11 to the Consolidated Financial Stataments.

18. Restructuring Provisions

Personnal
and
Acalestate  redundancy  Professional

cO518 costs tees Total

{in millions} 3 3 3 3

Balance December 1, 2003 2.7 12.6 0.3 15.6
Movements from continuing operations:

Expensed in the year 28 0.6 0.3 35

Released to income in the year - 0.7) {@.1) {0.8)

Paid in the year (0.9} (12.9) 0.5) (14.3)

_ Other® o 0.3 1.0 - 1.3

Balance November 30, 2004 4.7 0.6 - 5.3
Movements from continuing cperations:

Released to income in the year (1.9) - - (1.9}

Paid in the year {2.3) (0.6) - (2.9)

Other {0.3) - - (0.3)

Balance November 30, 2005 0.2 - - 0.2
Movements from continuing operations:

Paid in tha year @.2) - - (0.2)

Balance November 30, 20068 - - - -

a} Includes tha eftect of exchange rate changes

The remaining restructuring provisicn for continuing eperations at the start of fiscal year 2006 was set up in fiscal year 2003 and resulted from
the implementation of the management team's business strategy for financial recovery, which included the restructuring of our cost and asset
base. This involved changes in our personnel, operating structure and business processes. The senior management tier was restructured, with
new appointments to 30 out of 40 posts. A plan was commenced to reduce the total workforce by 21% through disposal of certain businesses
(1,100 posts) and headcount reduction {400 posts).

The real estate provision of $4.7 million at the start of the fiscal year 2005 refated to Acergy Africa and Mediterranean, and comprised accrued
rental for office space vacated by Paragon Litwin. $2.3 million of this provision was offset against rental payrments recorded during the fiscal
year 2005. $1.¢ million was ralsased back to the Consolidated Statements of Operations - "Restructuring credits (charges)' as we had reached
an agreement as at Novembar 30, 2005 to terminate the remainder of the lease and vacate the premises by December 31, 2005. The balance of
$0.2 million carried forward related to December 2005 rental costs and was paid out during fiscal year 2006. The office relocated from Nanterre
to Suresnes, near Paris in France.
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{continued)

18. Restructuring Provisions (continued)

The reat estata provision of $2.7 million at the start of the fiscal year 2004 was for future rental costs on the office space vacated by Paragon
Litwin in fiscal year 2003. This was increased by $2.6 million in Acergy Africa and Mediterranean during fiscal year 2004 1o reflect the weakness
of local real estate markets for sublstting these premises before the end of the lease (August 2007).

As at November 30, 2005 there was no provision hetd for personnet and redundancy costs. $0.6 million of charges recorded during fiscal year
2004 were paid out during fiscal year 2005. The $12.6 million of personnel and redundancy provision recorded at the start of the fiscal year
2004 related to severance payments, vacation paid-in-lieu, and outplacement fees, and were principally incurred in Acergy Northern Europe
and Canada, Acergy Africa and Mediterranean, Acergy Corporate and Acergy North America and Mexico, due to the need to reduce staffing
lavals in Aberdeen, Stavanger, Nanterre, Corporate and Houston offices to reflect lower levels of business expected in 2004. The majority of
the provision outstanding at year end 2003 was paid during fiscal year 2004.

The provision for professional fees arising during the year ended November 30, 2003, totaling $0.3 million related to fees incurred by us in
connection with asset disposals. These were settled during fiscal year 2004.

19. Operating Leases

Total operating lease commitments as at November 30, 2006 amounted to $295.1 millien. Charter hire obligations towards certain construction
support, diving supgport, survey and inspection ships accounted for $166.9 million of the total commitments. The remaining obligations of
$128.2 millicn related to office facilities and equipment.

Total minimum annual lease commitments payable and sublease rentals receivable were as follows:

Analysis by year

Operating Sublease
(in millians) Lanse: Rental:
2007 56.8 0.9
2008 44.7 0.9
2009 41.7 0.8
2010 39.6 0.8
2011 39.6 0.8
Thereafter® 72.7 27
Total™ 295.1 7.2

(a) Excludes the following main renewal oplions: Polar Queen - two rengwal opticns at the end ol 2012, one for three years followed by a lurther oplion for one year; Acergy Petrel - annual
renewal options commencing in 2008 for each of 1he fitteen subsequent years: Far Saga - ona renawal option for two years mid-2010.

{&) Excludes the futyre commitmants for: Acargy Viking commansing mid-2007 lor sight years (367.3 million) with options for a further twalve years, the Toisa Proteus charter commencing
mig-2007 for 1hrea years ($80.5 million) and; the Skand! Acargy charter commencing during 2008 for eight years ($139.8 million} with options for a turther five years.

Analysis by currency

LS dotlar Sublease
Gnmillions) e . Equivalent Rentals §
US dollar 161.6 -
Euro 101.2 7.2
Norwegian krene 24.0 -
Singapore dollar 4.4 -
British pound sterling 20 -
Nigerian naira 0.9 -
Central African franc 0.5 -
Australian dollar 0.5 -
Total 285.1 7.2

Total operating lease rentals charged as an expense for the fiscal year ended November 30, 2006 was $37.5 million (2005: $35.4 million,
2004: $32.0 million). Total operating sub-lease revenue for the fiscal year ended November 30, 2006 was $0.6 million {2005:$1.9 million,
2004:$1.2 million).

20. Segment and Related Information

Our operations are managed through five geographical segments. In addition there is the Corporats segment through which we manage our
activities that serve more than one segment, as described in more detail below. Our chief operating decision maker is the Chief Executive Officer
of Acergy S.A., and for each segment he is supported by a Vice President who is responsible for managing all aspects of the projects within the
segment, from initial tender to completion. Each segment is accountable for income and losses for such projects. Segments may provide suppart
to other segments; examples ara the Casino project where Acergy Northern Europe and Canada provided support to Acergy Asia and Middle East
and the PRA-1 project where Acergy North America and Mexico provides suppert to Acergy South America.
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20. Segment and Related Information (continued)

We have business segments based on the geographic distribution of the activities as follows:

e

Segment Geographic Coverage

Acergy Alrica and Mediterranean
This segment includes all activities in Africa and Mediterranean and has its office in Suresnes, France. We operate fabrication yards in
Nigeria and Angola.

sjuauraieig e

Acergy Northern Europe and Canada
This segment includes ali activities in Northern Europe, Eastern Canada and Azerbaijan and has offices in Aberdeen, UK; Stavanger,
Norway; and Moscow, Russia.

i
Acergy North America and Mexico !
This segment includes activities in the United States, Mexico, Central America, and Western Canada and has its office in Houston, {
Texas, United States. ; '

Acergy South America | |
This segment includes ail activities in Soulth America and tha islands of the southern Atlantic Ocean and has its office in Rio de Janeiro, Brazil,
its principal operating location is Macae, Brazil.

Acergy Asia and Middle East
This segment includes all activities in Asia Pacific, India, and Middte East (but excludes the Caspian Sea) and has its office in Singapore with
satellite offices in Jakarta and Balikpapan, Indonesia and Perth, Australia.

Acergy Corporate

This segment includes all activities that serve more than one segment. These include: assets which have global mobility including construction
and flowline lay support ships, ROVs, trenchers, ploughs, and other mobile assets that are not allocated to any one segment, management and
corporate services provided for the benefit of all of our businesses; NKT Flexibles, a joint venture that manufactures flexible pipeline and risers;
and SHL, a jaint venture with a subsidiary of tha Russian Qil Company Lukoil-Kaliningradmerneft plc, which operates the heavy lift ship
Stanisfav Yudin.

Acergy Carporate also included the rasults of Paragon Engineering Services, Inc., up until the date of its disposal by us ta AMEC plc effective
January 19, 2005. Its office is located in Sunbury-on-Thames, UK

Summarized financial information concerning each of our reportable segments is provided in the following tables:

For the fiscal year ended November 30, 2006

North America
Northern Tetal & Mexico
Africa & Eurcpe & Morth America South  Asla & Middie Contlnulng  Dlscontinued
Maditorranoan Canada & Mexico America East Corporate Operations Operations™
{in millicns} L] $ $ 3 3 $ 3 s
Net operating revenug™ 1,045.5 827.2 38.0 82.6 129.8 1.1 2,124.2 66.6
Operating expenses {852.5) {673.4) {31.7) (68.7) (112.9) 9.5 {1,729.7) (79.6)
Share in net income of 2.5 16.7 - - (1.6) 23.7 41.3 -
non-consolidated joint ventures
Depraciation and amortization {20.0) {10.1) (0.6} {8.5) 0.7) (20.7) (58.6} -
Impairment of long-lived - - - - - {2.1) (2.1} -
tangible assets
Research and development expenss - - - - - (3.1) {3.1) -
Interest expense (0.5) (0.1} {0.1) - - (3.5) 4.2) -
Interest income 2.0 11 0.2 0.1 0.5 14.9 18.8 -
Income before income taxes 133.9 1225 28 4.5 11 29.7 294.5 16.9
Income tax (provision} bersfit {36.3) (33.1) - 0.2 {1.0) (3.4) (73.8) (1.1}
Net income 97.6 89.4 28 4.7 0.1 26.3 220.9 15.8
Segment assels 598.3 313.0 60.6 144.2 79.4 1,013.7 2,209.2 -
Long-lived assets™ 246.5 124.2 1.6 115.3 28.0 251.8 767.4 -
Invastmants in and advances 1o 3.5 8.4 - - 9.9 48.4 68.2 -
non-consolidated joint ventures
Capital expenditures 87.7 12.7 - 5.6 1.2 76.0 193.2 -

a) Revenue represents on'y the externel revenues sarned by the segments.
b} Long-lived asssts include tangible assets, non-current receivables and investments in and advances to non-censolidated joint ventures.
¢) See Note 3 "Discontinued cperations’ above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

{continued)

20. Segment and Related Information (continued)

For the fiscal year ended November 30, 2005

North America
Northern Total & Mexico
Alrice 8, Europe & North America Asia & Middie Cominuing  Liscontinued
Moditerranean Canada & Moxico  South America East Corporate Operations Opaerations*’
{in miltions) s $ $ $ 3 3 S $
Net operating revenue' 714.1 579.0 491 50.2 80.7 10.2 1,483.3 2226
Operating expenses {592.9) (486.7) {48.5) {44.0) (71.2) (1.5) (1.244.8) (205.8}
Share in net income of
non-consolidated joint ventures 7.0 1.3 - - - B.6 26.9 -
Depreciation and amcrtizatien (20.2) (2.1) {1.2) (5.8} (1.8) (19.0) (56.9) (1.7}
Impairment of long-tived
tangible assets {5.8) - - - - (1.5) (7.1) -
Restructuring credits 1.9 - - - - - 1.9 -
Research and development expense - - - - - {1.7) 1.7) -
Interest expense (2.9) (1.5) {0.5) (0.9) (0.2} 2.0 (4.0) {0.3)
Interest income - - - - - 38 39 -
Income (loss) befare income t1axes 49.4 67.0 (1.8) 1.9) 2.3 4.3 119.3 331
Income tax (provision) benefit (9.4} (5.1) - {0.4) (1.4} 3.4 {12.9) -
Net income (loss) 40.0 61.9 (1.8) {2.3) 0.9 7.7 106.4 33.1
Segment assets 388.9 2715 110.2 79.0 §0.8 484.1 1,384.5 -
Long-lived assets®™ 195.0 118.1 31 58.0 57 144.8 5257 -
Investmants in and advances 1o
nen-consolidated joint ventures 25 2.2 - - - 23.1 27.8 -
Capital expenditures a41.7 16.1 - 3.8 0.2 15.5 77.3 4.0

a] Revenue reprasents pnly the external revenues earned by the segments.
b} Long-lived assels include 1angible gssets, non-current receivabies and invesiments in anc advances to non-consolidated joint ventures.
¢} Seo Note 3 'Discontinued operations’ above.

For the fiscal year ended November 30, 2004
Norih America

Northern Total & Maxico
Africa & Europe &  Norh America Asia & Continuing ~ Discontinued
Mednerrangan Canada & Mexica  $outh America Middle East Corparate Operations Operations™
in millions} $ $ $ 5 $ 3 $ $
Net operating revenug® 536.0 341.7 28.3 55.0 31.9 106.7 1,099.6 142.3
Operating expenses {461.6) {276.0) {34.5) (39.2} (25.3) (118.2) (954.8) (174.2)
Shara in net incomse of
non-consolidated joint ventures 2.4 1.8 - - - 0.7 15.0 -
Depraciation and amortization {21.8) (4.5) 2.0 {5.7) (1.0) (25.6) (60.6) {5.0)
Impairment of long-lived
tangible assets {0.7) - - - - 8.7) {9.4) -
Restructuring (charges) income (3.2) 0.7 - - - {0.2) 2.7) -
Research and development expense - - - - - {0.7) 0.7) -
Interest expense 4.7} (0.8) (0.7) {1.5) 0.2} (11.4) {19.3} {0.6)
Interest income - - - - - 4.0 4.0 -
Income (loss) before income taxes 27.0 451 (4.5) 11.3 25 {28.3) 54.1 (39.8)
Income tax (provision) benafit 3.4 5.0 - - {1.6) (16.0} (9.2} -
Neat income (loss) 30.4 51.1 (4.5) 11.3 0.8 (44.3) 44.9 (39.8)
Segmeant assets 386.5 131.1 105.7 73.0 31.8 381.1 1,109.0 -
Long-lived assets® 208.8 44.8 54.2 55.3 7.4 200.6 571.1 -
Invastments in and advances to
nan-consolidated joint ventures 2.7 54 - - - 155 236 -
Capital expanditures 101 0.4 0.2 1.6 1.1 15.0 284 58

a) Revenue represents only the external ravenues aarned by the segmants.
b) Long-lived assets include tangible asseis, non-current receivables and investments in and advances o non-consalidated joini veniures.
c) See Note 3 'Discontihued Speralions’ above,
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20. Segment and Related Information (continued) »

Following is a description of the classification of the service capabilities we have adepted:

Subsea construction, Umbilicais, Risers and Flowlines {"SURF"}: SURF relates o engineering and construction work retating to oil and gas
fields that are developed subsea (meaning the production wellhead is on the seabed), as opposed to surface installations (in which the
production wellnead is above the surface on a platform). This includes tieback projects, which involve pipetaying, umbilical installation and
trenching or ploughing, to connect a new additional subsea development to an existing production facility. The installations of jumpers and
spool pieces, as well as hyperbaric welding, are also typical SURF activities. SURF also includes large multi-year projects encompassing all
pipelay, riser and umbitical activities of a complete field development. This category also includes ship charters and rental of equipment and
construction support ROVs. During 2006, SURF activities accounted for approximately 64% of total revenue from continuing operations.

SIIBUISE]S [RTOURUT]

Conventional: This comprises engineering and construction activities relating to platforms attached to the seabed and their associated

pipelines. Conventional projects involve shallow water activities and proven technolegy, typically under long-term contracts. Conventional
activities include design, construction and installation of fixed platiorms. This category also includes selected ship charters and equipment
rental in relation 10 Conventional activities. For fiscal year 2008, Conventional activities accounted for approximately 18% of total revenue )
from continuing operations. : f

Inspection, Maintenance and Repair (‘IMR’): This comprises, among other things, platform surveys, debris removal and pipeline inspections
using ROVs. IMR activities are conducted both under long-term frame agreements with clients and in the spot market. This category also
includes ship charters and equipment rental relating to IMR activities, For fiscal year 2006, IMR activities accounted tor 6% of total revenue
trom continuing oparations.

Trunklines: This comprises ofishore installation of large-diameter pipelines used to carry oil or gas over long distances. Trunkline projects
typically are based on large contracts, utilizing the Acergy Piper pipelay barge. For fiscal year 2006, Trunklines’ activities accounted for
approximately 8% of total revenue from continuing operations.

Survey: This comprises of support for both external clients and internal projects in the fields of censtruction suppert, pipeline inspection and
seabed mapping using specialized survey vessels and Survey ROVs. The construction support activities include, among other things, pre-lay,
as-laid and as-trenched surveys, speol metrology, deepwater positioning and light installation works. Platform inspection is performed both
underwater and on top-sides {Rope Access). For fiscal year 2006, Survey activities accounted for appreximately 3% of total revenue from
continuing operations.

Corporate: This comprises all activities that serve more than one segment. These include: NKT Flexibles, SHL, Paragon Engineering Services,
Inc., which was disposed in January 2005, and assets that have global mebility including construction and flowline lay support ships, ROVs,
trenchers, ploughs and other mobile assets that are not atlocated to any one segment, it also includes management and corporate services
provided for the benetit of all of our businesses. It also includes revenus from Serimer DASA until May 31, 2004 and from Paragon Litwin and
Paragon Ralia S.r.L. until June 9, 2004. For fiscal year 2006, Corporate activities accounted for approximately nil% of total revenue from
continuing operations.

Wae alsc provide field decommissioning services at the end of the working life of an offshore oilfield, although no material revenues were
generated during any of the periods presented.

The following table shows net operating revenue from continuing operations for 2006, 2005 and 2004 by service capability:

For the fiscal year ended November 30

2006 2005 2004
{in millions} $ $ $
SURF 1,356.3 783.5 526.2
Conventional 390.4 391.6 293.3
IMR 129.6 111.9 155.9
Trunklines 190.9 158.6 -
Survey 55.9 271 16.0
Corporate 1.1 10.6 108.2
Total Net Operating Revenue 2,124.2 1,483.3 1,090.6

For fiscal year ended November 3Q, 20086, three clients each individually accounted for more than 10% of our total revenue from continuing
operatiens. Our largest client contributed $493.8 million, representing 23.2% of our total revenue from continuing operations, and recognized in
Acergy Africa and Mediterranean. Our second largest client accounted for $356.5 million representing 16.8% of our 1otal revenue from
continuing operations and reported in Acergy Northern Europe and Canada. $314.6 million, representing 14.8% of our total revenue from
continuing cperations was recorded from our third largest client in Acergy Africa and Mediterranean, Acergy Northern Europe and Canada and
Acergy Asia and Middle East.
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{continued)

20. Segment and Related Information (continued)

During the fiscal year ended November 30, 2005, four clients each individually accounted for mora than 10% of our total revenue from
continuing operations. Revenue from the largest client was $301.5 million, representing 20.3% of our 101al revenue. This revenue was
attributable ta Acergy Northern Europe and Canada. The revenue from our second largest client was $218.2 million representing 14.7% of
our total revenue and was attributable to Acergy Africa and Mediterranean, Acergy Northern Europe and Canada, Acergy Nerth America and
Mexico and Acergy Asia and Middle East. $204.4 million, representing 13.8% of our total revenue was recorded from our third largest client in
Acergy Africa and Mediterranean, Acergy Northern Europe and Canada and Acergy Asia and Middle East, Qur fourth largest client accounted
for $191.0 million of revenus, representing 12.9% of our total revenue recognized in Acergy Africa and Mediterranean and Acergy Northern
Europe and Canada.

During the fiscal year ended November 30, 2004, one client accounted for mora than 10% of our total revenue. The revenue from this client
was $212.5 million, reprasenting 17.1% of our total revenue and was attributable to Acergy Africa and Mediterranean and Acergy Northern
Europe and Canacda.

21. Common Shares and Treasury Shares

As at November 30

2008 2008 2005 2005

Number ot Par value Number of Par value

{in millicng} shores 3 shares 3

Common Shares, $2.00 par value - authorized 230.0 460.0 230.0 460.0

Shares issued 194.5 389.0 192.8 3855
Shares outstanding

{excludes Common Shares held as Treasury Shares) 192.7 385.4 191.9 383.7

Treasury Shares® 1.8 3.6 0.9 1.8

a) The Treasury Shares valued at cos! as at November 30, 2006 were $17.5 million (2005 §1.0 million and 2004: $1.0 million).
During fiscal year 2006 the following transactions oceurred:

+ 1,744,533 options were exercised, as disclosed in Note 23 'Share Option Plans’ below.

+ On September 11, 2006 we announced the commencement of our shara buyback program up to a maximum of 10% of our issued share
capital, pursuant to the standing autharization grantsd to the Beard at the annual general meeting held on May 15, 2006 for a maximurm
aggregate consideration of $300 million. Any such repurchases are open market repurchases on the Oslo Stock Exchange, During fiscal
year 2006 we had repurchased 914,800 Common Shares for a total consideration of $16.5 million.

During fiscal year 2005 1,368,371 options were exercised, as disclosed in Note 23 ‘Share Option Plans' below.

Luxembourg law requires that 5% of our unconsolidated net income each year is allocated to a legal reserve before declaration of dividends.
This requirement centinues until the reserve is 10% of our stated capital, as representad by Common Shares, after which na further allocations
are reguired until further issuance of shares. The legal reserve may also be satisfied by allocation of the required amount at the issuance of
shares or by a transter from paid-in surplus. The legal reserve is not available for dividends. The legal reserve for all outstanding Common
Shares has been satisfied and appropriate allocaticns are made to the legal reserve account at the time of each issuance of new shares.

As at November 30, 2006, $36.3 million of the consclidated deficit represented undistributed earnings of non-consolidated joint ventures
{2005: $17.1 million).
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22. Earnings per Share %

i
Basic earnings per share amounts are calculated by dividing the net income by the weighted average number of shares outstanding during the E ‘
year. For the diluted earnings per share calcutation the net income from continuing operations is adjusted for the effect of the Convertible Notes E
and the weighted average number of shares outstanding is adjusted for the potential dilutive effect of share options and the Converlible Notes. w l
Reconciliations of the net income and weighted average number of shares outstanding used in the calculations are set out below: i % I
For the fiscal year ended November 30 !‘ ?u !
2008 2005 2004 2
{in millions) _ H 3 H ‘1 W
Baslc: ;
income from continuing operations 2209 106.4 449 r !
Income (loss) from discontinued operations 15.8 334 {39.8) l ;
Net Income 236.7 130.5 5.1 ’ 5
+ l
Diluted: L
Income from continuing operations 2209 106.4 449
Dilutive effect of Convertible Note 1.6 — -
Income from continuing operations 222.5 106.4 44.9
Income (loss) from discontinued operations _ 15.8 31 (39.8)
Net income 238.3 185.5 159.5
For the fiscal year ended November 30
2006 2005 2004
Number of Number of Number at
(in millions) o o o o e ~ _shares  shares  shares
Basic:
Commen Shares 192.7 191.1 157.8
Total 192.7 191.1 167.6
Diluted:
Dilutive effect of:
Share options 5.6 4.4 1.9
Convertible Note 2.8 - -
Diluted 2011 196.5 169.5

For the fiscal year ended November 30, 2006 the diluted earnings per share have been calculated using the diluted number of 201,055,344
Common Shares {2005: 195,497,733 Commen Shares, 2004:159,540,022 Commeon Shares}.

23. Share Option Plans

Wae operate an option plan approved in April 2003 (the ‘2003 Plan’}. An option ptan for key Directors and employees resident in France {the
‘Franch Plan’), is a sub-plan under the 2003 Plan. Options granted under the SMIP, previously named as the Key Staff Retention Plan {see Note
24 'Compensation and Reward' below), were issued under the 2003 Plan.

A Compensation Committee appointed by our Board of Directors administers these Plans. Options are awarded at the discretion of the
Compensation Committee to Directars and key employees.

Under the 2003 Plan options on up to but not exceeding 6.3 million Common Shares can be granted. This plan replaced the previous plan (the
‘1993 Plan’). The unused portion of options authorized to be granted under the 1993 Plan (approximately 1.3 million} was rolled forward into the
2003 Plan. Any options granted under the Franch Plan count against this limit. Other than options granted under the SMIP, options under the
2003 Plan (and therefore also under the French Plan) may be granted, exercisable for periods of up 1o ten years at an exercise price not less
than the fair market value per share at the time the option is granted. Such options vest 25% on the first anniversary of the grant date, with an
additional 25% vesting on each subsequent anniversary. We issue new shares when a share option is exercised. The key terms of options
granted under the SMIP are described in Note 24 ‘Compensation and Reward' below.

During fiscal year 2006, 943,000 options were granted, which included 183,000 options granted under the French Plan.
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23. Share Option Plans (continued)

We adopted SFAS No. 123{R) from December 1, 2005 using the modified prospective application method and therefore restatement of
previously issued results is not required for the portion of awards that had vested at the date of adoption. We have accrued for compensation
expense of $4.5 million {net of tax benefit of $0.4 million) (2005: $nil, 2004: $nil) for non-performance based share options using the graded
vesting attribution method. The pro-forma disclosure in Note 2 of the Consolidated Financial Statements shows what the charge would have
bean in fiscal years 2004 and 2005 if compensation expense had been recognized in pravious years using the fair value method under SFAS
No.123. Compensation axpense of $1.3 million {2005: $9.5 million, 2004: $2.6 million) for the SMIP has been accrued for on the basis of the
most probable outcome of meeting the ebjectives in the plan. SFAS No. 123(R) bases this charge on the fair value of the option at the grant date
whereas under the previous bulletin APB No, 25, under which the SMIP was accounted for prior to adoption of SFAS No. 123(R), the charge was
pased on the excess of the quoted market price at the balance sheet date over the option exercise price. Under APB No. 25, changes in the quoted
market price were reflected as an adjustment in the period the change occurred. The charge in fiscal year 2006 under APB No. 25 would have
been $28.3 million. The effect of adoption of SFAS No. 123(R) is to increase our income from continuing operations and net income for fiscal year
2006 by $22.5 million and to increase our basic and diluted earnings per share from ¢ontinuing operations by $0.12 and $0.11 respectively.

The following tables reflect total options activity for the thres-year period ended November 30, 2006, including under the SMIP:

For the fiscal year ended November 30

2008
Walghted 2005 2004
average Weighted Weighteg
axorclse average average
Shares prico Shares exarcise price Shares  exercise price
Cutstanding at beginning of year 9,770,001 5.45 10,080,311 4.81 4,564,072 7.55
Granted 943,000 19.17 1,151,000 9,43 5,744,700 2.68
Exercised (1,744,533) 6.18 (1,368,371) 4,02 {4,734) 1.18
Forfeited (436,096) 8.23 (72,939) 5.08 (152,513) 7.29
Expired (32,131) 2n - - (91,214) 3.08
Outstanding at end of year 8,500,241 8.77 9,770,001 5.45 10,060,311 4.81
Exercisable at end of year 2,572,701 8.25 2,880,835 9.39 3,169,886 9.15
Weighted average fair value of aptions granted during the year 9.65 6.78 1.81

The total intrinsic value of options exercised, being the excess of the quoted market price of our steck at the exercise date over the option
axercise price, in fiscal year 2006 was $17.2 million (2005: $8.4 millicn, 2004: $nil). The total fair value of share options vested in fiscal year
2006 was $4.2 million (2005: $2.5 million, 2004 $2.2 million}.

Of the options outstanding as at Novemnber 30, 2006, but not yet exercisable, 0.5 million optiens had performance criteria attached under the
SMIP that need to be fulfiled before they can be exarcised (2005: 1.2 million, 2004: 1.8 million). Subject 1o achieving the performance criteria,
these options will vest in the first quarter of fiscal year 2007 upon completion of the SMIP at which time they will become exercisable to those
senior executives still in service.

The fair value of each share option grant is estimated as of the date of grant using the Black-Schotes option pricing model with the following
weighted average assumgptions:

2006 2005 2004
Risk-free interest rate 4.6% 4.3% 3.93%
Expected life of opticns 5 years 7 years 7 years
Expected volatility 51.1% 73.96% 76.9%

Expected dividend yield - - -

The expected life of an option is determined by taking into consideration the vesting period of options and the observed historical pattern of
share option exercises. The expected volatility over the expected term of the option is estimated from our historical volatility. The expected
dividend yield assumption is $nil as we have not previously paid a dividend nor had a dividend been declared at the time of share option
grants,

The total compensation costs for share-based arrangement in fiscal year 2006 was $6.2 million (2005: $9.5 million, 2004: $2.6 million).

As at November 30, 2008 the total compensation cost not yet recognized in relation to non-vested share options was $12.6 million and was
expected to be recognized over the weighted-average period of 3.4 years.
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23. Share Option Plans {continued)

The following table summarizes information about share options outstanding as at November 30, 2006:
As at November 30, 2006

SIUSUISR)G [RIOURL] |

b o e e =

Optlons ding Optlons exercisable
Walghted  Weighted Waoighted
avorage average Aggrogate average Aggregato
remalning oxercize intrinsic axercise Intrinsic
Optlens  contractunl price valup " Number price value
guistanding lite (years} $ § {in milllons) exerclsable $ 8 {in millions)
Commeon Shares (range of exercise prices) ‘
$11.21-19.45 1,387,520 7.82 17.77 2.7 444,590 14.78 2.2 |
§7.31-11.20 1,792,861 5.99 9.96 17.4 981,743 10.31 9.2 '
$3.01-7.30 1,087,241 6.89 5.36 15.6 842,221 5.60 9.1 !
$1.18-3.00 4,232,549 7.18 217 74.2 504,147 1.87 9.0 ——
Total 8,500,241 7.00 6.77 109.9 2,572,701 8.25 29.5

{a) Being the excess, if any, of the guoted market price of our stock ai the balance sheet date aver the oplion exercise price.

24, Compensation and Reward

We have in place an incentive compensation plan, which provides for annual cash awards to officers, directors and smployees.

Performance Benus

The performance bonus provides for annual cash rewards to employees based on regional financial and operating performance. The
determination ot an employee’s individual award will be based on salary and individual performance measured against set criteria. The
Compensation Committee appointed by cur Board of Directors administers the policy. A charge of $23.8 million has been recorded in
respect of fiscal year 2008 (2005: $16.0 million, 2004: $8.8 million).

Retenlion Banus

On June 1, 20086, we introduced a retention bonus scheme for all our key employees and middle management. This two-year scheme is based
on salary and is payable in cash towards the end of fiscal year 2008 subject to continuing employment. A charge of $2.7 million was recorded
in fiscal year 2006,

Senior Management Incentive Plan (SMIP)

As a condition of the new bonding facility agreement finalized in 2004, we were required to put in place a Key Staff Retention Plan {(KSRP?),
now called the SMIP, in order 1o sacure the sendces of certain senior executives through to the first quarter of 2007. The SMIP provides for
deferred compensation as a combination of cash and performance-based share options, linked to the attainment of a number of strategic
objectives for each of the fiscal years 2004, 2005 and 2008. The objectives fixed in the plan, and agreed by the Board Compensation
Committes, include targets for net profit, management feam retention, bonding lines, internal controls aover accounting and audit activities,
business growth and restructuring.

The cash alement of the SMIP is accounted for in accordance with SFAS No. 5, and the share option element is accounted for in accordance
with SFAS No. 123(R) from the date of adeption of that standard on December 1, 2005. Prior to the adoption of SFAS No, 123(R) the share
option element was accounted for as a variable plan under APB No. 25. As SFAS No. 123{R} was adopted using the madified prospective
method no restatement of previously issued results was required.

We have accrued for the portion of compensation expense relating to the service period completed to date. Total expected compensation for
the three-year plan was calculated taking into account the probability of the performance conditions being met over the period of the plan.

The cumulative amount accrued in respect of the cash compensation element of the SMIP was $4.7 million as at November 30, 2006 (2005;
$3.0 million). No amounts were settled during the year.

The cumulative amount charged in respect of the options element of the SMIP as at Novemnber 30, 2006 was $13.4 million (2005: $12.1 million).
This represents a charge under SFAS No. 123(R} of $1.3 million in fiscal year 2006 which was based on the fair value of the options at the date
of grant which was at the incaption of the SMIP. The remaining charge of $12.1 million, calculated in accordance with APB No. 25, is based on
the difference between the exercise price of $2.30 per share and our share price as at November 30, 2005, the date of adoption of SFAS No.
123(R), of $10.41 {2004: $5.86). No amounts were settied during the year,

The options under the SMIP do not vest until the end of the first quarter of fiscal year 2007 and are then exercisable up until ten years from the
date of grant.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

{continued)

25. Commitments and Contingencies

As at November 30, 2006 we had committed to purchase $107.4 million of tangible assets from external suppliers (2005: $82.3 million}.

Bateman

We received a claim from Bateman Qil & Gas BV ('Bateman’), the company which acquired Paragon Litwin 8.A. ('Litwin'}, our former
engineering subsidiary on June 9, 2004. Baternan is claiming an initial amount of $12.1 million on the grounds of alleged misrepresentation
when the business was sold, and on February 17, 2006 referred the claim tor arbitration. Currently, a hearing is scheduled for January 2008.
Wae believe that the claim has no merit and it is not considered probable that we will suffer a material loss as a consequence of this legal action.
We have therefore recorded no prowvision for this claim.

Other Matters

In addition, in the course of our business, wa become involved in contract disputes from time-to-time due to the nature of our activities as a
contracting business involved in several long-term projects at any given time. We make provisions to cover the expected risk of loss 1o the
extent that negative outcomes are likely and reliable estimates can be made. However, the final outcomes of these contract disputes are
subject to uncertainties as 1o whether or not they devetop into a formal legal action and therefore the resulting liabilities may exceed the liability
we may anticipate,

Furthermore, we are involved in legal proceedings from time to time incidental to the ordinary conduct of our business. Litigation is subject to
rmany uncartainties, and the outcome of individual matters is not predictabte with assurance. It is reasonably possible that the final resolution
of any litigation could require us to make additional expenditures in excess of reserves that we may establish. In the ordinary course of
business, various claims, suits and complaints have been filed against us in addition to the ones specifically referred to above. Afthough the
final resolution of any such other matiers could have a material effect on cur operating results for a particular reporting period, we believe that
they shauld not matenally affect our consolidated financial position.

For accounting purposes, we expense legal costs as they are incurred.

26. Financial Instruments

We operate in a large number of countries throughout the world and, as a result, are exposed to currency fluctuations fargely as a result of
incurring operating expenses in the normal course of business. We selectively hedge future cash inflows and outflows from client receipts and
supplier payments in currencies other than the functional currency of the contracting subsidiary entity. Qur major foreign currency exposures
are 1o the Euro, British pound sterling and Norwegian krene.

The changes in the fair value of derivative instrumants will be offset in part or in whole by correspoending changes in the expected cash flows of
the underlying exposures being hedged. Where the derivative instrument forms part of a hedging relatienship which is designated and effective
in accordance with SFAS No. 133 the offsetting changes in fair value ars reported in the consolidated statement of operations in the same
reparting pericd that the hedged transaction effects earnings. Where no such hedging relationship exists the offsetting changes in fair value
may be reported in the consciidated statement of operations in different reporting periods. We do nat hold or issue derivative instruments for
speculative purposes.

All of our derivative instruments are over-the-counter instruments entered into with major financial credit institutions 10 hedge our comrmitted
exposures. Our derivative instruments are primarily standard foreign exchange forward contracts, which subject us to a minimum tevel of
exposure risk and have maturities of less than 24 months. We do not consider that there exists a material exposure to credit risk from third
parties failing to perform according to the terms of derivative instruments.
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26. Financial Instruments (continued)

The following foreign exchange forward contracts, maturing between Decemnber 1, 2006 and September 8, 2007 were outslanding as at
November 30, 2006:

As at November 30

2006 2005
{in milligns, indicated in local currency) Purchase Purchase
Euro 18.0 104.6
Brazitian real 38.0 -
US dollar - -
Singapore dollar - 5.4
Norwagian krone - 70.4
British pound sterling 0.8 25.5

As at November 30, 2006 the fair value of derivative instruments recorded in the Balance Sheet was $2.1 million (2005: $(18,7) million)
representing $2.2 million of assets {2005: $0.3 millien) and $0.1 million of liabilities {2005: $20.0 million).

We designate foreign exchange derivative instruments as hedging instruments under SFAS No. 133 in procedurally defined circumstances
where we both qualify for hedge accounting and when the potential benefits of application of hedge accounting are believed 10 outweigh the
rolated compliance cost. All hedging relationships designated to date have been designated as cash flow hedges.

As at November 30, 2006 a gain of $4.0 million (net of tax provision of $0.8 million) has been recorded in OCI, as described in Note 2
‘Accounting Policies - Derivatives and Hedging Activities’, until the underlying transaction is recognized in the Consolidated Statement of
Operations. The full amount relates o hedges, maturing on or before May 25, 2007, of capital expenditures. Depreciation of the underlying
fixed assats over their estimated useful lives will cause the underslying transaction to be recognized and a proportionate amount of the deferred
gain 10 ba reclassified from OCI to the Consclidated Statement of Operations. A loss of $0.5 million has been reported under 'Foreign currency
exchange (losses) gains, net' in the Consolidated Statement of Operation for the fiscal year ended Nevember 30, 2006 in respect of the
ineffective or excluded component of changes in the fair value of hedging instruments designated under SFAS No. 133. In tha fiscal year ended
November 30, 2006 no amounts were reclassified from OCI to the Consolidated Statement of Operations in respect of discontinuance of cash
flow hedges where it was probable that the original forecast transaction will not occur (2005: $nil, 2004 $nil).

The $4.0 million gain recorded in OCI also represents the net change in our current fiscal year hedging transactions as there was no brought
forward balance at the beginning of fiscal year 2006 and no reclassification recorded in our Consolidated Statements of Operations.

In fiscal year 2005 forward exchange contracts were used 10 economically hedge the exchange rate of commitments in currencies other than
the US dollar. As a consequence of our then current legal structure, we concluded that these transactions could not and cannot be designated
as accounting hedges in accardance with FAS 133. The effect for fiscal year 2005 was a $19.8 miliion {$13.8 million after tax) non-cash charge.

The following table summarizes the astimated fair value amounts of our financial instruments which have been determined by us, using
appropriate market information and valuation methodotogies. In some cases, judgment is required to develop the estimates of fair values, thus
the estimates provided herein are not necessarily indicative of the amounts that could be realized in a current markat exchange:

As at November 30

2006 2006 2005 2005
Carrying Falr Carrying Fair
amount Valug Amaunt Value
{in millions} $ 3 $ 3
Financial assets:
Cash and cash equivalents 717.5 717.5 316.0 316.0
Restricted cash deposits 24.2 24.2 14.6 14.6
Employee loans 1.4 1.4 1.3 1.3
Forward contracts 2.2 2.2 0.3 0.3
Financial liabilities:
Other long-term delst (including current portion) 9.5 9.5 9.5 2.5
Convertible Notes 500.0 547.7 - -
Forward contracts 0.1 0.1 20.0 20.0

The carrying amounts of cash and cash equivalents and bank overdrafts approximate their fair valus. The estimated value of our long-term debt
is based on interest rates as at November 30, 2006 and 2005 using debt instruments of similar risk.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

{continued)

27. Guarantees

We arrange for bank guarantees, which collectively refer to bank guaraniees, performance bonds, bid bonds, advance payment bonds,
guarantess or standby letters of credit in respect of our performance obligation to be provided to gur clients in connection with our work on
specific projects.

The total amount outstanding in respect of bank guarantees was $321.7 million as at November 30, 2006, $326.0 million as at November 30,
2005 and $259.0 million as at November 30, 2004, The purpose of the bank guarantees generally is to enable our clients 1o recover cash paid
to us in advance of performing our obligations under the contract or 10 obtain cash compensation should wa be unable to fulfill cur
performance obligations under our contracts.

We have the following facilities available to provide bank guarantees:

The $400 Million Amended and Restated Revolving Credit and Guarantee Facility

On August 10, 2006 we amended the $350 million multi-currency revelving credit and guarantee facility to increase the fagility 1o $400 million
with the existing consortium of banks and to extend the maturity until August 10, 2011 as described in Note 15 ‘Long-term Debt and Capital
Lease Obligations' above. As at November 30, 2006 the amount of guarantees under this facility was $267.4 million, (2005: $209.2 million).

Other Bank Guarantee Arrangements

We had arrangements with a number of financial institutions 1o issue bank guarantees on our behalf. As at Novernber 30, 2006, the aggregate
ameunt of guarantees issued under these facilities was $49.3 million. There was no availability for further issuances under these facilities. In
addition to the amounts available under the $400 million amended and restated revolving credit and guarantee facility, as at November 30,
2006 we have an additional $30 million bank guarantee facility with Credit Industriel et Commercial Bank ('CIC') of which $5.0 million was
utilized. Thare are also two unsecured local bond lines for the sole use of PT Acergy Indonesia, a $5 million line with HSBC Indonesia of which
$0.1 million was utilized as at Novermber 30, 2006 and a line with Asuransi Takaful Umum. The bonds under these facilities were issued to
guarantee our project performance and that of our subsidiaries and joint venturss to third parties in the normal course of business.

The table below summarizes as at November 30, 2006 all outstanding bank guarantees, issued by us. The maximum potential amount of future
payments rapresenis the noticnal amounts that could be lost under the guarantees if there is non-performance under a contract by the
guaranteed parties, without consideration of possible racoveries under recourse provisions or from collateral held or pledged, Such amounts
hear no relationship to the anticipated losses on these guarantees and greatly exceed anticipated losses.

As at November 20

Explre Explre Total

within after amount

one yaar one year outstanding

{in millions} 3
Bank guarantees - joint ventures 11.4 11.7 231
Bank guaramees - subsidiaries 114.0 184.6 298.6
Total 125.4 196.3 321.7

The fair value of guarantees recognized provided in respect of joint ventures as at November 30, 2006 was $0.2 million.

We have a several guarantee arrangement for the repayment of 50% of the drawings under a $150 million loan taken out by the SapuraAcergy
joint venture to fund partially the construction of the vessel Sapura 3000. We have also issued a several performance guarantee with the
construction consortium in respect of the construction costs of the vessel. These guarantees are expecied to expire in July 2007 on completion
of construction of the Sapura 3000.

28. Subsequent Events

On February 9, 2007 our Board resolved to recommend a dividend of 20 cents per Common Shars, subject to shareholder approval at the
annual general meeting. In addition, we have made additional purchases of 3,834,800 of our Commen Shares under our share buyback
program for aggregate consideration of $69.5 millien.
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